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IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF DELAWARE 

...................................................... ·················X 

Chapter 11 

In re Case No. 09·10138 (KG) 

Nortel Networks Inc., et al., I Jointly Administered 

Debtors . 

...•......•.....•.....•..••••••••••••••.••••••..•••••• •···•··· .•.• · .•• ·X 

PERIODIC REPORT REGARDING VALUE, OPERATIONS AND 
PROFITABILITY OF ENTITIES IN WHICH THE ESTATES OF 

NORTEL NETWORKS INC., NORTEL ALTSYSTEMS INC., SONOMA 
SYSTEMS, AND NORTEL NETWORKS (NNCI) INC,2 HOLD A 

SUBSTANTIAL OR CONTROLLING INTEREST 

This is the report as of June 30, 2009 on the value, operations and profitability of those entities in which the 
Debtors' estates hold a substantial or controlling interest, as required by Bankruptcy Rule 2015.3. The estates of Norte I 
Networks Inc. ("NNI"), Nortel AltSystems Inc. (f/k/a Alteon WebSystems Inc.) C"AltSystems"), Sonoma Systems 
("Sonoma"), and Nortel Networks (NNeI) Inc. ("NNCI") hold a substantial or controlling interest in the following 
entities: 

Name of Entity 
NNI Interest of the 

Estate 

Diamondware, Ltd. 100% 

Nortel Networks India International Inc. 100% 

Nortel Government Solutions Incorporated 100% 

Nortel Ventures LLC 100% 

Bay Networks do Brasil Ltda. 99.50% 

Nortel Networks Technology Ltd. 100% 

Bay Networks Redes de 
100% 

Dados para Sistemas Informaticos, Lda. 

ClarifY Limited 100% 

Penril Datacomm Limited 100% 

Nortel Networks Eastern Mediterranean Ltd. 100% 

I The Debtors in these chapter II cases, along with the last four digits of each Debtor's tax identitication number, are: Nortel Networks Inc. 
(6332), Nortel Networks Capital Corporation (9620), Nortel Altsystems Inc. (9769), Nortel Altsystems Intetlllltional Illc. (5596), Xros, Inc. 
(4181), Sonoma Systems (2073), Qtera Corporation (0251), CoreTek, Inc. (5722), Nortel Networks Applications Management Solutions Inc. 
(2846), Nortel Networks Optical Components Inc. (3545), Nortel Networks HPOCS Inc. (3546), Architcl Systems (U.S.) Corpomtion 
(3826), Nortel Networks International Inc. (0358), Northern Telecom Internatiollal Inc. (6286), Nortel Networks Cable Solutions Inc. (0567) 
alld Nortel Networks (NNCI) Illc. (4226). Addresses for the Debtors can be found in the Debtors' petitions, which arc available at 
hllp:llchapterll.epiqsyslems.com/nortel. 
2 The other Debtors do not hold or have a substantial or cOlltrolling interest in olher non-debtor entities. 
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Nortel Technology Excellence Centre Private 
99.01% 

Limited 

Nortel Networks Japan 100% 

Nortel Networks Technology K.K. 100% 

Nortel Networks Southeast Asia Pte Ltd. 100% 

Nortel Networks Technology (Thailand) Ltd. 99.94% 

Limited Partnership Investment Fund 22.84% 

Name of Entity 
AltSystems Interest 

of the Estate 

Nortel AltSystems International Limited l 100% 

Nortel AltSystems AB4 100% 

Name of Entity 
Sonoma Interest 

of the Estate 

Sonoma Systems Emope Limited 100% 

Sonoma Limited 100% 

Name of Entity 
NNeI Interest 
of the Estate 

NOltel Networks de Guatemala, Ltda. 98% 

Nortel Trinidad and Tobago Limited 100% 

In addition to the entities listed in the table above, NNI is the sole member of Norte I Foundation ("NF"), an Internal 
Revenue Code section 501 (c)(4) not-jor-profit foundation organized as a non-stock corporation. Under U.s. tax rules, 
the member oj a 501 (c)(4) organization is prohibitedfrom having any benefit inure to it by the organization. There lVas 
no acl/vlty at Nli'during the first six months of2009. NF had assets of approximately $32,000 in cash on hand at June 
30,2009. 

With the filing of its first Periodic Report Regarding Value, Operations and Profitability of Entities (D.I. 729), NNE 
referred to having identified two addiJIona/ entitles In which NNI's interest exceeded 20% but was less than 50% and 
for which NNE was evaluating its reporting obligation. Subsequently, NNlfiled aform 26reportjor its investment in a 
Limited Partnership investment Fund (D.l. 813). ThaI investment is now included in this repO/'/. Additional 
investigation and inqll/ly regarding the second identified entity confirmed that no reporting requirement exists since the 
entity had been dissolved priol' to NNI's chapter 11 filing. 

This periodic report (the "Periodic Report") consists of three exhibits for each entity listed above. Exhibit A contains a 
valuation estimate for each entity as of a date not more than two years prior to the date ofthis report. It also contains a 
description of the valuation method used. Exhibit B is presented in columnar format for each entity and contains a 

3 Formerly known as Alteon Web Systems lnternationai Limited. 
·1 Formerly known as Alteon WcbSystcllls AB. 
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Notes to Periodic Report Requir'cd by Bflukl'Uptcy Rule 2015.3 

The financial statements contained in this Periodic Report are unaudited. While management of the Debtors and their 
affiliates have made every reasonable effort to ensure that these financial statements are accurate and complete based 
upon information that was available at the time of preparation, the subsequent receipt of information may result in 
material changes in the data contained in these financial statements, and inadvertent errors OJ' omissions may exist. To 
the extent the Debtors discover additional information that may differ materially from the infonnation set forth in the 
financial statements contained herein, the Debtors may amend, supplement or otherwise modify this Periodic Report to 
reflect such changes. Accordingly, the Debtors reserve all rights to amend, supplement or otherwise modify this 
Periodic Report as they deem necessary or appropriate. 

1. Reservation of Rights. Nothing contained in this Periodic Report shall constitute a waiver of any of the 
Debtors' rights or an admission with respect to their chapter 11 cases including, but not limited to, matters 
involving objections to claims, substantive consolidation, equitable subordination, defenses, characterization 01' 

re-characterization of contracts, assumption or rejection of contracts under the provisions of chapter 3 of title 
11 of the United States Code (the "Bankruptcy Code") andlor causes of action under the provisions of chapter 
5 of the Bankruptcy Code or any other relevant applicable laws to recover assets 01' avoid transfers. 

2. Basis of Presentation. The financial statements contained herein were not intended to reconcile to any 
financial statements otherwise prepared or distributed by the Debtors or any of the Debtors' affiliates. 
Significant efforts have been put forth to attribute the assets and liabilities to the propel' legal entity. However, 
because the Debtors' accounting systems, policies, and practices were developed with a view to producing 
consolidated reporting, rather than by legal entity, it is possible that not all assets or liabilities have been 
recorded at the correct legal entity. Accordingly, the Debtors reserve all rights to supplement or amend any 
financial statements contained in this Periodic Report. 

Moreover, given, among other things, the unce!1ainty surrounding the collection and ownership of certain 
assets and the valuation and nature of ceJ1ain liabilities, to the extent that a non-debtor entity shows more 
assets than liabilities, this is not an admission that the non-debtor entity was solvent at the Petition Date or at 
any time prior to the Petition Date, including the date as of 01' for the period of any financial statements or 
other financial information included in this Periodic Repot1. Likewise, to the extent that a non-debtor entity 
shows more liabilities than assets, this is not an admission that the non-debtor entity was insolvent at the 
Petition Date or at any time prior to the Petition Date, including the date as of or for the period of any financial 
statements or other financial information included in this Periodic Report. 

3. Current values. Unless otherwise indicated, the basis for all current values included in this Periodic Report 
was the net book value from relevant corporate books and records as of the close of business on June 30, 2009. 
The net book value as of June 30, 2009 may not reflect the current value ofthe respective assets. 

For the reasons discussed above, the Debtors caution readers not to place undue reliance upon the information contained 
in this Periodic Report. For further information, please refer to the consolidated financial statements and footnotes 
thereto in the Annual Report on Form IO-K for the fiscal year ended December 31,2008 for the Debtors' affiliates 
Nortel Networks Corporation (''NNC'') and Nortel Networks Limited ("NNL") and the consolidated and combined 
financial statements and notes thereto in the Qualterly Report on Form 10-Q for the qumters ended March 31, 2009 and 
June 30, 2009 for the Debtors' affiliates Nortel Networks Corporation ("NNC") and Nortel Networks Limited ("NNL") 
and other filings by such Debtors' affiliates with the Securities and Exchange Commission. 

4 



B26 (Official Form 26) (12/08) - Cont. 

Exhibit A.I 
Valuation Estimate for Entities held by NOIiei Networks Inc. 

In thousands of U.S. Dollars 

Dinmondwul'e, Ltd. 
Nortel Networks India Intemationallnc. 
Nortel Govemment Solutions Incorporated 
Nortel Ventures LLC 
Bay Networks do Brasil Ltda. 
Norte I Networks Technology Ltd. 
Bay Networks Redes de Dados para Sistemas Infonnaticos, Lda. 

ClaritY Limited 
Penril Datacomll1 Limited 
Nortel Networks Eastem Meditemmeun Ltd. 
Nortel Technology Excellence Centre Private Limited 
Nortel Networks Japan 
Nortel Networks Technology K.K. 
Nortel Networks Southeast Asia Pte Ltd. 
Nortel Networks Technology (Thailand) Ltd. 

% ofJlltercst Holding 
100% 
100"10 
100"10 
100"10 

99.50% 
100% 
100% 
100% 
100% 
100% 

99.01% 
100% 
100% 
100% 

99.94% 

Net Book Value 
$ 4,420 

(33,364) 
224,245 

(357) 

(3,762) 
91 

(659) 
(1,834) 

537 
3,094 

15,995 

(22) 

The basis for the valuation of each entity is the net book value calculated as total liabilities of each entity subtracted 
from its total assets as of June 30, 2009. The book balances for the assets and liabilities of each entity are maintained 
based on historic cost as adjusted in accordance with the requirements of genemlly accepted accounting principles. The 
Debtors have no available analyses prepared within the past two years supporting any comprehensive alternative 
valuation method for the entities. 

5 
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Exhibit A.2 
Valuation Estimate for Limited Partnership 

Investment Fund held by Nortel Networks Inc. 
In thousands of U.S. Dollars 

Net Book Value 
Limited Partnership Investment Fund 

% of Intel'es t Holding 
22.84% $ 3,645 

The source of this information is the Partnership's June 30,2009 financial statements. The financial statements were 
prepared in accordance with U.S. generally accepted accounting principles ("GAAP"). The investments held by the 
partnership are carried in the financial statements at estimated fair value as measured within the framework established 
by Statement on Financial Accoullting Standards ("SF AS") 157, Fair Value Measlirements. 

6 
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Exhibit A.3 
Valuation Estimate for Entities held by Nortel AItSystems Inc., 

Sonoma Systems, and Nortcl Networks (NNCI) Inc. 
In thousands of U.S. Dollars 

Entilles held b~ Nortcl AItSl:stcms Inc. % ofIntcrcst Holding 
NOitel AltSystems Intcmatiolla! Limited 100% 
Noltel AltSystems AD 100% 

Entities held b~ SonoOla S~stems % ofIntcrcst Holding 
Sonom,l Systems Europe Limited 100% 
Sonoma Limited 100% 

Entities held b;!: Nortel NetwOI'lis !NNC!) Inc. % ofIntel'cstHolding 
NOlte 1 Networks de Gwtemala, Ltda. 98% 
Norte! Trinidad and Tobago Limited 100% 

Net BooJ< V;lIl1c 
$ 

629 

Net Book Vallie 
$ (1,417) 

Net Book Vallie 
$ 8,733 

(1,890) 

The basis for the valuation of each entity is the net book value calculated as total liabilities of each entity subtracted 
from its total assets as of June 30, 2009. The book balances for the assets and liabilities of each entity are maintained 
based on historic cost as adjusted in accordance with the requirements of generally accepted accounting principles. The 
Debtors have no available analyses prepared within the past two years supporting any compl'ehensive alternative 
valuation method fol' the entities. 

7 
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Exhibit B·U 
Bahmce Sheet for Entities held by Nortel Networks luc. 

As of JUlie 30, 2009 
Unaudited 

In thousands ofU,S, Dollal's 

NOltel Nortel 
Dinruond,vare, Networks India GoVcI11lHcnt Nortel 

Ltd. Intenlsticmsl Solutions Ventures T_LC 
Inc. In<<>rporated 

Assels 

Current assets 

Cash and cash equiv.lents $ 133 $ 2,461 $ 31,224 $ 

Restricted cash nnd cash equivalents 

Aeconnts receivable - net 30.842 54.186 

Intercompany nmounts due (accounts receivable And notes) 97 7.147 (96) 18t 

Inv~mtorics • net 6,431 34.956 

Deferred income taxes .. net 

Other current assets 95 22,266 

Total curren. asse's 230 46.982 143,136 181 

Investments 8,062 

Plant and equipment .. net 90 26,011 

Goodwill 122,461 

Intangible assets - net 4,419 23.365 

Deferred income taxes - net (29) 

OUter assets 2,381 

TotAl assets $ 4,739 S 46.982 $ 317,325 S 8,243 

Liabilities and Sharehohlers' F..qulty (Defidt) 

Currellt liabilities 

Trade and other accounts payable $ 2 S 145 $ 4,203 $ 

[utcrcompany amounts (accounts payab1e, notes. and interest) 191 72.249 15,974 8,600 

Payroll and benefit-related liabilities 125 15,931 

Contmctuallinbilities 383 9,646 

Restmctunng liabilities 2,520 

Other accrued liabilities 8,089 1,219 

Jllcomc taxes (711) 90 

Othercurront liabilities 1.578 

Total CUl'rent liabilities 319 80,155 57,161 8,600 

Long-tolm dobt 26,410 

Deferred income and other credits 6,367 

Deferred reven.ue 

Other long-Ienn li.billies 191 3,142 

Total liabilities 319 80,346 93,080 8,600 

Shnreholders' Equity (Deficit) 

COnU11011 shares 4,750 I I 

Preferred shares 

Additional paid-in capital 461,485 

Accumulated deficil (retoined carnings) (330) (33,365) (237,240) (357) 

Foreign CUITCIiCy trnnslation. adjustment 

Unrealized gain/(loss)on investmenl III 
Total shal"eholders' equity (deficit) 4,420 (33.364) 224,245 (357) 

Total liabilities nnl! shnl'cboldcrs' equity (deficit) $ 4,739 $ 46,9&2 $ 317,325 $ 8,243 

The accompanying notes are 811 integral part of this Exhibit B-1. 

Bay Networks 
do Brasil Ltd". 

$ 

$ 

$ 

50 

(50) 

$ 

8 
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Exhibit B-1.l 
Balance Sheet for Entities held by NOI'tel Networks Inc. 

As of June 30, 2009 
Unaudited 

In thousands ofU,S. Dollars 

Bay Nct\yorks 

NOllel Redos de 
Penril 

Networks Dados parn 
Clariry Limiled Dataconun 

Technology Sistcm .. 'ts 
Limited 

Ltd. Infomlaticos , 
Ldo. 

Assets 

Current llssets 

Cash and onsh equivalents $ $ 84 $ S 

Restricted cash and cash cquivo.lcnts 

Accounts receivable -net 

lntercompany amounts due (accounts receivable and notes) (910) 

In venlories - net 
Deferred income taxes .. net 

Olhereutrent assets 

Total current assets 84 (910) 

Investments (3,762) 

Phl1lt and equipment - net 

Goodwill 

Intangible .ssets - net 

Deferred income ta:<cs - net 

Oliler nssels 

Total assets p.762} $ 8-1 $ (910) $ 

UabilWe. and Sba,'eholde,'.' Equity (Velicit) 

Current liabilities 

Trade and other Rcconnts payable $ $ $ 5> 

Intercompany amounts (accounts payable, notes ~ and interest) (251) 1,839 

Payroll and benefit-related liabilitie. 

Contractualli8bilitics 

Restmcturing Ciauilitic8 

Other accmed Iinbilitics 

Tncomc taxes (7) 

Other current fiabilities 

Total cuo',"en! liabilities (7) (2S1) 1.839 

Long-tenll dcbt 

Deferred income and other credits 

Deferred revenue 

Qlhor long~tcnn Ijabiltics 

Tot," lialilities (7) (251) 1,839 

Sh,weholders' Hquity (Doficit) 

COll~non shares 

Preferred shares 

Additional pRid~in capital 79 
Accumulated deficit (retained camings) (3.762) 80 1.679 (1,766) 

Foreign currcn{..."Y trllnsJation adjustment 4 (2,4J7) (68) 

Unrealized gain/(loss) on investment 

Total sluu'choldcrs' equity (deficit) P,762) 91 (659) (1,834) 

Total Ii nlli Ii tios and.harel,olders' equity (deficit) $ (3,762) $ 84 $ (910) $ 

The accompanying notes are an integral part of this Exhibit B-1. 

Nonel 
Networks 
ITastom 

Mediterranean 
Ltd. 

S 536 

537 

s 537 

$ 

538 

(1) 

537 

$ 537 

9 
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Exhibit B-1.1 
Balance Sheet for Entities held by NOl'tel Networks Inc. 

As of June 30, 2009 
Unaudited 

In thousands of U.S, Dollars 

Current assets 

Cash and cash equivalents 

ReSflitted cash and cash equivalents 

Account' receivable - net 

Intercompany amounts dlle (accounts rece~vable and notes) 

Inventories .. net 

Defened incomc ta"", -net 

Other current assets 

Total current nssets 

Investments 

Plant and eq nilllncpt - net 

GoodwiU 

Intangible assets -net 

Deferred income taxes - net 

Other assets 

1'0101 assels 

Nortcl 
Technology 
Excellett •• 

Cenlre Private 
Umited 

S 722 

25,109 

1,205 

27,036 

1,762 

s 28,798 

Nortel 
Nelworks 

Japall 

S 21,286 

10 

6.545 

40.722 

7,856 

178 

76,597 

1,503 

7.534 

$ 85,634 

Nortel 
Networks 

Technology 
K.K, 

As.ct. 

$ 

s 

Nortel 
Networks 
Southeast 

Asi. Pte Ltd. 

S 

Liabilities and Shareholde,'s' F.quily (Deficit) 

Currenl liabilities 

Trade and othcr accounts payable 

Intercompany amounts (accounts payabfc, notes. and interest) 

Payroll and benefit-related liabilities 

Contract"al ti.bilities 

ReSlmcturillg liabilities 
Other accmed liabiliti .. 

Income taxes 

Other CUllent liabilities 

Total current liabililies 

LOllg-tem, debt 

Deferred illCOllle and othereredils 

Deferred revenne 

Other long-lennUabilties 

Totalliabilltl .. 

COllllnon shares 

Preferred shares 

Additional paid-in c.pital 

Acculllulaled deficit (relnitted enmittgs) 

F()reign cnrrenc:y translation adjustment 

Unrealized gain/(loss) Ott invcstmettl 

TOlal.hareholden' equity (deficit) 

Total liabilities nnd shuTeholders' cqnity (deficit) 

The accompanying notes are an integral part of this Exhibit B-1. 

$ 

$ 

264 

24,642 

300 

79 

227 

25,512 

192 

25,704 

388 

2.706 

3,094 

28,798 

$ 

s 

956 

22,397 

3,227 

352 

724 

19.311 

46,967 

15,852 

6,820 

69,639 

S 

S hllr.holders' Eqllity (Dellelt) 

707 181 

(lSI) 

15,995 

85,634 $ 

70 

14 

(84) 

NOllel 
Networks 

Technology 
(Thailand) Ud, 

S 

s 

$ 

22 

25 

4 

(26) 

(22) 

$ 

10 
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Exhibit B·l.2 
Balance Sheet for Limited Partnership Investment Fund 

held by NOltel Networks luc. 

Total assets: 

Totalliabilties: 

Net assets: 

As of June 30, 2009 
Unaudited 

In thousands of U.S. Dollars 

The accompanying notes IIrc all integral part of this Exhibit B-t. 

$ 3,660 

15 

$ 3,645 

11 
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Exhibit B-1.3 
Balance Sheet for Entities held by Nortel AltSystems Inc" 

Sonoma Systems, and Not'tel Networks (NNel) Inc, 
As of June 30, 2009 

Cun'ent assets 

Cash and cash equivalents 

Restricted CRsh and cash equivnlents 

Accounts receivable - net 

IntercOlnpuny an~lInts due (accounts receivable tmd notes) 

Inventories - net 

Deferred income faxes - net 

OthcrcUlrcnt assets 

'foru} till'rent {ISseis 

Investments 

Plant and equipment -net 

iliodwill 

Intongib!e fissets -llct 

Deren'cd Lncoll"C to>oDS - net 

Other assets 

Tolal assets 

Unaudited 
In thousands ofU,S, Dollars 

NOlteL AltSystems hie. 

NOllel 
AItSystcms 
Inlemallonal 

Limited 

Nortel 
AItSystems 

All 

$ 635 

636 

636 

Sonol"," SystClYlS 

SonOnl.:.1 
Systems 

Europe Limited 

Asse1s 

$ 

<I 

Sonoma 
Jjmited 

Nortel Networks (NNC') Inc, 

NQrtel 
Networks de 
o'HlternaJa, 

Ltdu, 

$ 11,437 

(2,508) 

17,037 

216 

195 

26,377 

9 

s 26,386 

Nortel Trulidad 
and Tobago 

limitt!d 

$ 14 

392 

406 

$ '106 

Liabilities andShaTcholders I F.quity{Dcficit) 

eu .... nt IInlilltJ .. 

Trade and other accounts: payable 

Jntercomppny al1¥)unts (accounts lHlyable. notes, and illterest) 

Payroll nnd bell.fit-reln<etllinbilities 

Contmctunllinbilitics 

Restmcturing liabilities 

Other accmed liabilities 

Income ta»:s 

Other CUJIent liabilities 

TOhtl Clinent linbilities 

I»nll-tem, debt 

Deferred income and olher credits 

Deferred revenue 

Other tong.t!:ml.linbilties 

Tot;lliinbililic ... 

COl1llIXm shares 

Preferred shmcs 

Additional paid-in c3pitnl 

A(lcull'aaJated deficit (retained cAmillgs) 

Foreign currency tHIll1'ilation adjustrJk::nt 

Unrealized gain/(loss) on investment 

Tot.l.h,,'eholde,',,' eqllity(deficit) 

Totalliabilitic.s andsh:u'choldcrs· c((uiCy (deficit) $ 

The accompanying notes are an integral part of this Exhibit B-1, 

s 2 

7 

12 292 

4,148 

(12) (3,330) 

(481) 

629 

S 636 

$ S 
1,421 

1,421 

1,421 

Shnreholders' I!<jully (u.neil) 

19 

103 

(1,663) 74 

246 (I%) 

(1,417) 

$ 4 $ s 

589 

16,360 

435 

206 

(10) 

73 

17,653 

17,653 

18 

2 

8,713 

8,733 

26,386 

S 57 

1,053 

1,186 

2,296 

2,296 

(l,890) 

(1,890) 

406 

12 
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Exhibit B-2.1 
Statement of Operations fol' 

Entities held by Nortel Networks Inc. 
For the six-month period ended June 30, 2009 

Unaudited 
In thousands of U.S. Dollars 

NOltel NOIte( 
Diall'XJndware, Networks India Cbvemmenl 

Ltd. Intemational Solutions 
Inc. Incorpomted 

Total revenues $ 100 $ 6,%9 $ 167,028 

Total cost ofrevenucs 18,763 186,765 

Gross profit 100 (11,794) (19,737) 

Selling, general and administrative cJq)cnsc 12 (1,933) 31,244 

Res~nrch and development e:II::peuse 681 

Amortization ofintnngiblc assets 489 5,386 

Loss (gnin)on sales ofbuslnesses and assets 

O:lOdwiU impairmont 4B,500 

Other charges (iIlcon~) 

Deferred slockolltion compensation 

Restlllcturing 120 

OJ)erating earnings (ross) (1,082) (9,861) (104,988) 

Other ineon}: (expense) - net (9) 39 351 

Interost on !ong-tt!nndcbl (1,073) 

bltcrcompnny interest expense (257) 

Interest and dividend incanD 

Reorganization items 73 

E..1mings (loss) fiom operation s before income ta.xes.minority interests and 

equity;u net eomings (loss) of ass ocia led cOlllllaaies (1,088) (10,079) (105,637) 

Ineonl:) Inxbcnefit (e~\'Pense) (372 (341 
Earnings (1oss) fromopcrntions before minority interests. and equity in net 

enmings (loss) ofnssocilttod couyanics (1,088) (10,116) (105,671) 

Minority interests - net of tax: 

F.nmings (1055) from opemtions before Ilet eilmings (Loss) of associated 

coulJmnics .. uet oftnx. (L,088) (10,116) (105,671) 

Equity in net cRming! 009S) 

Net enmings (loss) $ (1,088) $ (10, 1161 $ (105,671) 

The accompanying notes are an integral part of this Exhibit B-2. 

NOItel Bay Networks 
Ventures u.c do Brasil Ltda. 

S $ 

(10) 

(10) 

(10) 

(10) 

S (10) $ 

13 
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Exhibit B-2.1 
Statement of Operations for 

Entities held by Nortel Networl{s Inc. 
FoJ' the six-month period ended June 30, 2009 

Unaudited 
III thousands of U.S. Dollal's 

Bay Notwolks 
Nortel Rcdcs dQ 

Networks Dados pam 
Technology Sjstcllw"lS 

Ltd. blfollnaticos. 
Ldo. 

Total revenues $ $ 

Totn~ cost of revenues 

Goss profit 

Selling. generol and administrative C)(flcns e 

Research and development expense 

Amortmtlion ofiutangiblo assets 

Loss (gain) on snles ofhusinesses and assets 

Goodwilllmpninnent 

Otherc;:hargcs (income) 

Dcfcrrcd stock option conlJ.)ensatic;m 

Rcstmcturing 

Operating oamings (loss) 

Otherillcomc (expense) .. net 

Interest on long-term debt 

Intctcompany interesl expense 

Interest and dividend income 

Rcorgnnitation ,tem! 

!1"\ntil\gs (loss) fromopcrntions before income tnxes. mUlol;ty interests and 

cqUllY in net earnings (loss) ornssocintcd companies 

Income tax benefit (expense) 

Earnulgs (loss) fromoperntiolls before minolily interests and equity in net 

oHmings (loss)ofassociated componies 

Minority interests - net of tax 

i1'lntings (toss) frollloperntions before net earnings (toss)ofassocintcd 

companies - net of tax 

F..quily in net earnings (Joss) (23) 
Net eamings (loss) S (23) $ 

The accompanying notes arc an integral part of this Exhibit B·2. 

Nortol 
Pcnril Networks 

Clarify Unlited DataconUll Enstem 
Lin~ted Mcditcmmcan 

Ud. 

S S 

(228) 

(228) 

(228) 

(228) 

S s (228) $ 

]4 



826 (Official Form 26) (12/08) - Cont. 

Exhibit 8-2.1 
Statement of Operations for 

Entities held by Not·tel Networks Inc. 
For the six-month pel'iod ended June 30, 2009 

Unaudited 
In thousands of U.S. Dollars 

Nortel 
Techno)ogy Norte! 
Excellence Networks 

Conlre Private JapiUl 

Liluited 

Totnl re\'~nues $ 616 $ 34,884 

TOhllcost of revenues 33,4D2 

Gross profit 616 1,482 

Selling, gCllcrnlund administrative expense 9,2D4 

Research and development e.'qJense 128 

Al'nortiznlion ofil1(augiblc assets 

Loss (gain) on sales of business os find flsscts 22 

Goodwill illlpnimlOnt 

Othereharges (income) 

Deferred stock option compensation 

Restructuring 12 

Operating eamings (loss) 484 (7,756) 

Other income (expense) .. net 319 0,705) 

Eulerest on lons-tcnndcbt 

Intercolllpany illterest c}.]>cnse 

IlltcrQst Rnd dividend income 

Reorganization items (64) 

Earnings (loss) from operations before income taxes, nllllority intcrcscs and 

equity in net eomiugs (Joss) of as soc in led compunics 80S (9,525) 

Inconle tnxbenefit (o"l)on.o) (75) 
Eatllings (loss) from operations before minority interests and equity ill net 

eamings (loss) ofassooiatcd oompanies 730 (9,525) 

Minority interests· net oftl1X 

c..1.mings (Inss) tlomopcmtions before net cnmings (loss) oC"ssociated 

companios - net oftnx 730 (9,525) 

Equity illl1Ct cnmlngs (loss) 

Net camings (loss) S 730 $ (9,525) 

The accompanying notes are an integrnl part of this Exhibit B·2. 

Norte! Norte! N0I1cl 
Networks Networks Networks 

Technology Southetlst TeclUlology 
K.K. Asi. Pte Ltd. (Thail.lld) Ltd. 

$ $ $ 

22 

(22) 

(22) 

(22) 

(22) 

S $ $ (22) 

15 



826 (Official Form 26) (12/08) - Cont. 

Exhibit n·2.2 
Statement of Operations for Limited Partnership 

luvestment Fund held by Nortel Networks Inc. 
For the six-month period ended June 30, 2009 

Unaudited 
In thousands of U.S. Dollars 

Net temporary investment gain/(loss) 

Net gain/Closs) on investments 

Net incl'ease/(decl'ease) in net assets resulting from operations 

The accompanying Ilotes arc an inlegral part of this Exhibit B-2. 

$ (17) 

(964) 

$ (981) 

16 



826 (Official Form 26) (12/08) - Cont. 

Exhibit B-2.3 
Statement ofOpel'3tions for Entities held by Nortel AItSystems Inc., 

Sonoma Systems, and Nortel Networks (NNel) Inc. 
For the six-month period ended June 30, 2009 

Unaudited 
In thousands ofU,S, Dollars 

Nortd AI1Systclm Inc. Sonoma Sy&IClllS 

T()taJ reVCllllCS 

T0131 cost ofrcllcnues 

Gross proUt 

R~lIillg. general and adnuni~tr,ilivc \JxIH;nllt.: 

Research and dcvclt)pmCIlI expense 

Amortization afiJlh'lItgiblc a8:!.cCs 

Less (8"'il1.)on sal~s ofbusinc:lscs and ilssets 

UlOdwili impllimumt 
Olherchargcs (incom:) 

neferred stock Olltion compensation 

H.cslnlcluring 

OpcrnLing ctlnlings (Joss) 

Other incol}\(; (e)q:lcnsc) ¥ lid 

Interest on lons"tcon debt 

fntcn:omlulny intcII.."S1 t;"I)cns~ 

Jnh.;n;st and dividend income 

Rcorgani..z.lliQn items 

l:amings (lou) frum 0p\lrnli~ms bcfnrc income t;oo;.o;.. millOrity jntu(usts anti 

C(luity in net c.:nming3 (Ioss)ofassucialcd cumpimics 

Income f<l)(benetit (expense) 

E .. \mlngs (loss) from opcmtions before minority interests amI cquity In nct 

earnings Ooss) ofassociatcd companies 
Minority interests - nct ()flilX. 

Eaming~ (Joss) from opcmll,)ns before ncl earnings (los.'!.) oftlssocl;~hal 

comptmies Moet of tax 

Etluil), in net Immings (Loss) 

N<:t call1ings (loss) 

The accompanying notes ure all integral part ofthis Exhibit B-2, 

NOltc) 

AltSysHani 
International 

Lin\it~d 

Nur1cl 
AhSyslcnU 

All 

(2) 

Sonoma 
Sy,:ncmi 

Europe umitcd 

s 

Sonoma. 
I.hulled 

Nortcl NcIWOrk.~ (NNC() Inc. 

Norte' 
NetwoJk$ de 

o..HllCnta}a, 

I.Id •. 

7,851 

3,439 

4,412 

570 

3,81'2 

13,197 

IS 

17,054 

(581) 

16,473 

16,473 

16,473 

Nolte) · .. rinidad 
and Tobago 

UnUlcd 

III 

lSI 

(20) 

110 

(DIl) 

(7) 

(2) 

(139) 

(1.180) 

(I,319) 

(1,319) 

(1,319) 

17 



B26 (Official Form 26) (12/08) - Cont. 

Exhibit B-3.1 
Statement of Cash Flows fol' Entities held by Nortel Networks Inc. 

For the six-month period ended June 30, 2009 
Unaudited 

In thousands of U.S. Dollars 



B26 (Official Form 26) (12/08) - Cant. 

Exbibit B-3.1 
Statemcnt of Cash Flows for Entities hcld by Nortel Netwol'\(S Inc. 

For the six-month period ended June 30, 2009 
Unaudited 

In thousands of U.S. Dallal'S 

CAsh f10"~ f,'om (uled in) ol>erAling RC'tilitics 

Net cnmings Ooss) 

Adjustments to reconcile net eamings (Joss)fromcontinuing operations 10 nct cash from 

(used in) operating activities, net ofeffeeu fromacquisitiolls and divestitures oflnlsinesses: 

Amortization and depreciation 

Goodwill impainnent 

NOIl...cash portion ofsharcho!d~r litigation settlement recoveJ}' 

NOII--cash porlion ofspccinlchargcs 

In-process research and development e;q)ense 

Equity in net (camings)/Joss ofassocL.'\ted companies 

Stock based compensation e:q)ense 

Deferred income taxes 

CumuL'ltive effect of accollnting change. J\et oft8x 

Pension and other accruals 

Loss (gain) on sn!es anlt write do\.'.1Is ofiuvcslnlCnts, bnsincsses and assels .. net 

Minority Interests - net Ofl3X 

Reorgani;z.'\tion items 

Other-net 

Change in operating assets and liabmtles 

Net cash from (used in) opernting aCl~vities 

Cash no .... ~ r,"om (used in) im~!ldl1e Hctilitic3 

Expenditures for plant and equipment 

Proceeds Oil disposals QCplanland equipment 

Chansc in restricted cosh ond cash equivalents 

IncfCase in short-teon nnd fong-tern\ investments 

Decrease til shorHenuand long-ICon investnlents 
Acquisitions of investments nnd busiucsses - net orcash aC{J,lI;rcd 

Proceeds from Ihe sales ofinvestments and businesses and assets -nel 

Net cash from (used in) investing activities 

CAsh no .. \S rrom (used in) financing actilitics 

Dividends paid by subsidiaries to ntinori'y interests 

Capilnt repayment to miuority ownors 

Jncrease In nates llayahle 

Decrease in noles payablo 

Proceeds fromissnftJlcc oflong-tenndebt 

Repayments oflong .. cenlldebt 

Debt issuOlnce costs 

Oecrense in capitallcases obligations 

Increase in cap~tnJ leases obligations 

Issuance of con un on shares 

ConUHOIl share cOllsolidlttion costs 

Net cash from (llsed ill) Cinnncing activities 

Effect offoreign c~hnnge mte changes ou cosh nnd cash equivalents 

Net incl"ense (d<'crcmul) in cash HlldcfI!Jh cqulvnlents 

Cash :md cash (lqllivnlents t at beginning of period 

Cnsh nnd eash (lquh·l'Ilcnr..'i t at cnd ofpcriod 

The !Iccompallyillg notes arc an integral part of this Exhibit B·3. 

Nortel 
Networks 

Technology 
Ltd. 

S (23) 

23 

s 

Bay Networks 
IWde, de 

Dados para 
gistemas 

Infonnaticos, 
!.do. 

S 

83 

s 

Clarify Umited 

$ 

s 

(82) 

82 

Penril 
Datacoln!:n 

Limited 

(228) 

228 

s 

NOTtel 
Networks 
Eastern 

Meditellallcan 
Ltd. 

s 

19 

(1) 

(I) 

(I) 

537 

536 



B26 (Official Form 26) (12/08) - Cant. 

Exhibit B-3.1 
Statemcnt ofCasb Flows for Entities hcld by Norte) Networks Inc .. 

For the six-month period ended June 30, 2009 
Unaudited 

In thousands oru.s. Dollars 

Nortel 
Technolosy NOl1el 
I!;9;ellcnce Networks 

Centre Privoto Jl\pnn 
Li:nuteu 

Cash no~s fl'om (ltsed ill) opcrRHng n.cthitlcs 

Net earnings (loss) $ 730 $ (9.525) 

Adjustments to reconcile net camings (loss) from continuing opemtions to net cash from 

(used in)operntins activities. net ofcfTccls from acqnis it ions and divestitures ofbusincsscs: 

Amortization and depreciation 252 274 

Goodwill impainuent 

Non~cash ponion ofsharehotdcr litigation settlement reco\'el)' 

Non-cftsh portion of specia' chnl'gcs 

In-process re:;carch and development expense 

Equity in net (eamingsYloss ofassoomtcd ~on\panje.s 

Stock based compensation expense 64 176 

Deferred income ta~s 

Cumulalivo effect of accounling change - net of tax 

Pension and other accnmls 65 378 

Loss (gain)-on sales and write downs ofinvcst(1\onts, businesses and assets -l1cl 

Minority interests - nel of tax 

Reorgan1mlion itclT'S 64 

01her-net 6 (399) 

Clu,"sc in opcrnting assets and li..1.bililies !I.85Ol 14,349 

Net cash from (used in)oporating activities PJOl 5,317 

Cash nows f"om (uscll10) in\'Cslinl! ncth;tics 

fupcndi1urcs forplrun and equipment (107) (62) 

Proceeds on disposals ofph~d\t and equipment 

Change in restricted cash nnd cash equivruents (10) 

Increase in shott-tern) ond 10nB~term mvcstmcncg 

Dcorenso in shorHennand long-tcnninvestments 
Acquisitions of investments and businesses -net of cash acquired 

Procc(.lds from the $nles of investments "nd businesses and aS$cts" nct 

Net cash from(uscd in) investing activities (107) (12) 

Cash flows. from (used in) OrUHlcing p~thitics 

Dividends paid by subsidiaries to minority interests 

Capital repayment to minori1y O\ynCfS 

Incrc"sQ in notos payahle 

Decrease in noles payable 

Proceeds from issuance oflDng-tcnn debt 

Repayments oflonB-lenndebt 

Debt is:miUlce costs 

Decrease in capitnlleascs obligations 

Increase in capitallenscs obligations 

[ssunnco of comlllOI' shares 

Cotulllon share (lonsoJidation costs 

Net cash from (used in) fUlancins activities 

Effect offoroign c~hnnsc rate changes on cash and cash equivalents 

Net incl'cllse (OOcl'CI1Se) in cash nndcnsh cquivnlcnts (837) 5,245 
Cnsh nudcash equiwlenls t nt bcgiDl,1.1l2 ofpel'iod 1,559 16,041 

CA$h n,.d ens r. cqulv.l!ellts. nt e"d ofpcl"iod S 722 S ll,l86 

The accompanying notes are an integral part of this Exhibit B-3. 

Norte! 
Networks 

Technology 
K.K. 

$ 

$ 

Norte} Nortel 
Nctwooo Networks 
S01.,thCRSt Technology 

Asia Pte Ltd. (Thailand) Ltd. 

$ S (22) 

22 

S $ 

20 



B26 (Official Form 26) (12/08) - Cont. 

Exhibit B-3.2 
Statement of Cash Flows for Limited Partnel'ship 

Investment Fund held by Norte) Networks Inc. 
For the six-month period ended June 30, 2009 

Unaudited 
In thousands of U.S. Dollars 

Net inercase/(deerease) in net assets resulting fi'om operations 

Adjustments - nOll cash items 

Net inerease/(dccl'ease) ill cash and cash equivalents 

Cash and cash equivalents - begittning of yeaI' 

Cash and cush equivalents - end of year 

The accompanying notes urc an integral part of this Exhibit 8-3. 

$ (981) 

953 

(28) 

1,927 

$ 1,899 

21 



B26 (Official Form 26) (12/08) - Cant. 

Exhibit B-3.3 
Statement of Cash Flows for Entities held by Nortel AItSystems Inc., 

Sonoma Systems, and Nortel NetwOI'ks (NNCI) Inc. 
For the six-month period ended June 30, 2009 

Unaudited 
In thousands of U.S. Dollars 

Cruh Oo\\'s from (used In)ollCloalhlg Bclhilie.s 

Nel eamings (Jon) 

Adjustments 10 rcconcitc lIet camings (loss) i\ulll(:cmrinuing operations 10 net cash trom 

(used in)OjH:-rnlillg activities, net ufcfiects IrnmtlC{luis.llions and dlYI!Slilnrcs orbusinesscs: 

Amorti23lion and tlcprccinlion 

G>l}()Wm imptlimlCnt 

Non-cash J)onion ofsharuboldf.:r JitigatKlIl scUhml\!nt n:cuvtli}' 

Ntln~ash Ilortioo nt':\pccia) chargc~ 

hl"rroCtJ~s research and deyelopment CXPCMC 

Equi1y in net (~nmings)lloss llfnssochn~d Ct)mpnnics 

Stock based cmnpcnsalion C7qlcnsc 

J)ct~mt'd ill come la:%1.:s 

(.\llUulalivc c;fic(:ll ofaccnunting change - Itel Of\ilX 

Pension and otllt.1r accnmls 

Loss (gain) on sales. nnt! write downs ofiuvestmcnts. busillt:~SC.'io and ass.ets -net 

Minority imerests -net ortax 

lteorganiZ3tion item .. '!. 

~hcr .. net 

Chi'ng\l in opemliltg aUClli and liabilities 

Nel cash front (used in) operating activities 

Cash nO\\'S rrom(us:ed in) hn~stinR A~tivi.ic5 

Expenditures tor plant nnd equij1mcnt 

Proceeds ,m disposats orpJant and (:q'liprncnt 

Change In restricted cash nnd ci\sh equivalents 

lncrease in sholHcnn and long-tcnn investments 

Decrease in short-tcnn and long-term iovcumcnts 
Acqu)silioll:i ori!\vestm:nts i\1\d businesses -Ul:t ofcnsh i'cquirt:d 

Proceeds fr'llin the $alc-s ofinv(J.slmcnts and husin<;nc:s au(] (Juets - net 

Net cash Ihlfl1 (used in) i.nvesting i!.cliviticl'l 

Cash flows front (us cd in) financing adhiti~$ 

Dividends paid by subsidiaries h,l ,nlOlllity illrercJ;t~ 

Capital rcpaymc:nt to nunority owncn: 

Incrc;Jse in notes payahle 

Dccrct\5u in notes ('IClyabh: 

Proceeds frontissUimee oflons-tenn dc:bt 

IWp.-ymcnrs oflt>ng-tenndebt 

Debt issu:mcceost:s 

[)C:Crl:,\SC: in cil))tnl leases obligations 

Jncrease in Clll)itallcIlSC-'i obligations 

IS~lIanctl (lfcnmmon shares 

Cummon shaH; cotlsolhlalion costs 
Net ci,sh from (used in) llnancinQ: actlvili1!s 

EflcCI ortbreign exchangc rotc changes nn cash and cash cqLlI\mlc:nls 

Net inCl'eRSe (decrease) lU ensh andcaih equiv.denlJ 

Cnsh atHl cash equiv.lIenls 1 at I~gjnning Qrl'lel'iod 

Cnsh aud cash cqaiwlcnts, nt tlUJ Dr pea'iod 

The accompanying notes are an integral part of this Exhibit B-3. 

N~lrtcl 

AIISyslcm<; 
Jntc01ati(lnal 

Lill\it~d 

Noltel 
AltSyst~ms 

All 

s 

8 

(2) 

10 

635 

Sunoma 
Syst~ms 

]~Ul"('lpC 1Jmitcd 

s 

(177) 

177 

s 

Sonoma 
l1mit\!d 

Nottel Ndworks (NNe!) Inc, 

NOttel 
NClworks de 

GUl\termlla. 
Llda. 

16,473 

16 

(6) 

(1) 

(H.9421 

7.541 

11,437 

Nortel Trinidad 
Olnd 'fobaBu 

limilt:d 

22 

(1,319) 

1.263 

(SS) 

(55) 

69 

14 



B26 (Official Form 26) (12/08) - Cont. 

Exhibit B-4.1 
Statement of Changes in Shareholders' 01' Partners' Equity 

(Deficit) for Entities held by Nortel NetwOl'ks Inc. 
For the six-month period ended June 30, 2009 

Unaudited 
In thousands ofU,S, Dollars 

NOlte) 

Diamondware, Networks India 
LId. Intemotional 

Inc. 

ComlluUl Shares 
Balance 811hO' bcginnins of tho YO[1)'" $ 4,750 $ 

Conunon shares issued-nct 
Conunon shares cnnceUed related 10 acquisitions-net 
('OITUllOn shares issued related to the Global Class Action Settlement 
J:nir value and cos.ts a$$ociatcd with shate-bi'lsed eonlpellsations ph\lls and 

stock purchase plans 
Other 

Bilhmce at Ihe end oflhe year 4,750 
A<kthiollnll)nid-ill cnl>itaL 

Balanco at tho boginning of tho yf,'l~r 
Fair value and costs associated with sharo-bnscd compensation plans and 

stock purchase plans 
Global Cla!i$ Action Settlement-nel 
Stock option 'Col1lponsation 
Restricted stook units 
PcrfQIJIlimCC slock uniu 
Oeferred shaTC unils 
01h., 

Balance at the end of the year 
Accumulnleddeficit 

UaJanco at tho beginning ofthc year 757 (23,249) 
Not earnings (loss) (1,088) (10,116) 
Other I 

Balance at the end of the yel\( P301 (33,36.~! 

Al"l"UJUulntcd other cOUlIH'ehensh'e Income (IDSS) 

Balance nllhe beginning of tho year 
Foreign currency translation adjustment 
Unrealized gam (Joss) on lnve:stmerHs-nel 
Unrce.1i7.cd aerjvalivo gain (loss) an c;as:h flow hedges-not 
Minimum pension liability adjllstmcnt .. nct 
Change in unamortized pension and post-retirement actuoriallosses alld pdo .. 

5~rvicc cost 
Other comprehensivo incomo (loss) 
Balance nt the end of the year 

Tot.1 • h.,·.holoon' oqully (doficit) 4,420 !33,364! 
Total cOOlllrchclishc income (loss) fOJ' the yem' 

Nel eamings (loss) 0,088) (10,116) 
Other cOnlprehens ive income {loss} 

Total (,oDlI)l"ehem,h~ lncDme (loss) fOI" the )'em" (1.0881 (10,116) 

The accompanying notes arc an integral part of Ihis Exhibit B-4. 

Noite) 
Government 

Solutions 
IncOJporatcd 

$ 

457,698 

3,787 

461,485 

(131,569) 
(105,671) 

(237,240) 

(I) 

!11 

!IJ 
224,245 

(105,671) 
(Q 

(105,672) 

Nortel Bay Networks 
Ventures LtC do Bmsilltda. 

$ 50 

50 

(11 

(348) (50) 
(to) 

I 
(357) (50) 

!3571 
(10) 

(IO) $ 

23 



B26 (Official Form 26) (12/08) - Cont. 

Exhibit B-4.1 
Statement of Changes in Shal'ellOldcl's' or Partners' Equity 

(Dcficit) for Entities held by Nortel Networks Inc. 
For the six-month period ended June 30, 2009 

Unaudited 
In thousands of U.S. Dollars 

Bay Networks 
Nortel Red., de 

Nelworks Dado$IUm1 
ClariCy Limiled 

Technology Sistem.'tS 
Ltd. Infonnaticos, 

Lela. 
Common SJuwcs 

Bnlanco at the beginning ufthe ycm' $ $ S 
Conullon shnres lssl1ed~Jtct 
Common shares cancelled related to ncql1isitions-net 
Common shares .ssued related to the Global Class Actioll Sottlement 
Fair vallie nnd costs associated wjth share-based compensnlions plans and 

stoek purchase pIons 
Olh.r 

Balance at the cnd oftbe year 
AdcUlional paid-in capltnl 

Balance at the beginning ofthc year 79 
Fair value and costs ass{lc;nled with share .. based compensation p1ans and 

stock purchase plans 
Global CJass Action Sotthnnont-nct 
Stock option compensation 
Restricled stock lllliis 
PcrfOnMncc stock units 
Peferred share units 
Olher 

Balance at tho end orthc year 79 

Accnmulnlcd deficit 
Balance at the beginning of the YOfir (3,739) 80 1.679 

Net camings (loss) (23) 

Olher 
Balance at thecnd ofthcycor p.762l 80 1,679 

Accul1Iulnledothclo comp1-ehenshe income (105.:5) 
Bnrance at Ute beginning oCthe year 4 (2,355) 

FOfcign currency translation ndjustment (62) 

Unrenlizxld gain (lo:;.s)on investnlents-net 
Unrenlh:ed derivative gain (loss) on cash flow hedgcs-net 
Minimultlpcnsion liability adj\1s,ment-net 
Change in unamortized pension and post-retirement actuarinlJosscs and prior 

service cost 
Othcrcomprchenslve income (loss) (62) 

13alHllce at the end orthe year (2.417) 
'rolnl.hnrcholdel·" equIty (deficit) !J,162l 91 16591 
"feifl. cOnllltchcns(l'C income (loss) (or (be ye"T 

Net •• mill8' (loss) (23) 
Olher comprehensive il,come (loss) (62) 

Total comprehensivc lncomc (los",) (or the yeo!' S (23) $ S (62) 

The accompanying notes are au integral part of this Exhibit 8-4. 

Nortel 
Pemil Networks 

O"tncOllnl1 Eastem 
Umited Mediterranean 

Lid. 

$ $ 

(1,538) 539 
(228) 

(I} 
(1,766l 538 

(68) (1) 

(68) (Q 

1118341 537 

(228) 

$ (22S) 

24 





B26 (Official Form 26) (12/08) - Cont. 

Exhibit 8-4.2 
Statement ofChangcs in Partncrs' Equity (Deficit) for Limited 

Partncrship Investment Fund held by NOJ'tcl Networks Inc. 
For the six-month period ended June 30, 2009 

Unaudited 
In thousands of U.S. Dollars 

Pm1ners' Capital (December 31,2008) 

Net increase/(decrease) in assets resulting fi'Oln operations 

Capital Contribution 

Distributions 

Partners' Capital (June 30, 2009) 

The accompanying notes are an integral pari of this Exhibit B-4. 

$ 4,616 

(971) 

$ 3.645 

26 



B26 (Official Form 26) (12/08) - Cont. 

Exhibit 8-4.3 
Statement of Changes in Shareholders' 01' Partncl's' Equity (Deficit) for 

Entities hcld by Nortel AltSystems Inc., Sonoma Systems, and Nortel Networks (NNel) Inc. 
For the six-month period ended June 30, 2009 

Unaudited 
In thousands ofU,S, Dollars 

Nurtel AItSystcms: Inc. Sonorm Systcrrn 

COItUliOtl Shnre.!: 
B"hmc«.: at th¢ bcSitlning (lethe y~rH 

<.'()nunon .'iburcs i"S\lcd,"et 
Common shiHes canceUed rc1;ltcd to nC1llllsilkms-r1ct 
Cornrnon .<J)HUCIJ i~succJ related to the Olo-hnl el.lS'" Action ScUlcmcllt 
Fair value illld CDsis nssocinlcd with. shnro·bascd compcllsnlions plitt1!! nutl 

siock pUJchu$¢ .-.llns 
Other 

B.llancc pllhc CllLl oflhc yeor 
AllrlilionRl paid-in capil.al 

B..1.tance nl the beginning oftno ycO\r 
Fuir value tlml COS1S iluoci<lICII with shnrc~hascd compensation plans a.nd 

stock I,urchnsc plans 
Glohal Class Action Settlement-net 
Stuck oplkm compcn~alion 
Rvslriclcd .,t~(:k )mits 
l'crfomnncc stock units 
Dctenet! s.hnrc lmils 
Other 

Thllanco ilt Ihe ¢I\ll urtbe yCOlr 
Accumulated dcflt'il 

BaL'\ncc nt the beginning of tho year 
Net cilming:t (loss) 
Other 

B.·dance nt die cnd oJ'tbo year 
A('('umllhh~d other comprehcn:!lh't! "H'oma (los.5) 

&lance at the heginning afthe year 
"'oreigll currency translil1ion ildjustruont 
Unn::alizclt Selin (Ioss)on investments-nct 
Unrcallz.cd derivative gnin (Joss) on cash flowhcdges~net 
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Periodic Report Regarding Value, Operations, llnd Profitability of Entities In Which the Estatcs of 
Nortel Networks Inc., Nortel AItSystems Inc., Sonoma Systems, and 

Nortel NetwOI'I{s (NNCI) Inc. Hold a Substantial 01' Controlling Intcrest 

Notes to Exhibits B-1 through B-4 

The accompanying unaudited financial information presented on Exhibits 8-1 through B-4 represents the financial 
position, statements of operations, cash flows, and changes in shareholders' or pat·tners' equity ( deficit) (collectively, 
the "Financial Information") ofthe non-debtor entities in which NNI, AltSystems, Sonoma, and NNCI hold a 
substantial or controlling interest (the "Form 26 Reporting Entities"). 

The Financial InfOlmation has been assembled from the general ledgers of the Form 26 Reporting Entities. The 
Financial Information has generally been maintained in accordance with U.S. generally accepted accounting principles 
("US GAAP"). 

The Financial Information is presented on an unconsolidated separate legal entity basis. In the ol'dinmy course, NNI, 
AItSystems, Sonoma, and NNCI do 110t record the equity earnings or losses among the Form 26 Reporting Entities on 
the individual general ledgers because the related amounts are reflected through the consolidation process in the 
preparation of the publicly reported entity financial statements ofNNC and NNL. The Financial Information as 
presented has been adjusted to reflect the estimated equity in the earnings and losses of related entities as appropriate. 

The preparation of financial statements in accordance with US GAAP requires management to make estimates and 
assumptions that affect the repOIted amounts of assets and liabilities and disclosure of contingent assets and liabilities 
as ofthe date of the financial statements, as well as the reported amounts of revenues and expenses during the 
repOlting period. Actual amounts and results could differ from those estimates. 

The accompanying Financial Information does not include all footnotes and certain financial presentations normally 
required by US GAAP. 
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Diamondware, Ltd. 

Exhibit C.I 
Description of Operations for Entities 

held by Nortel Netwol'l{s Inc. 

In August 2008, NNI acquired 100% of the issued and outstanding stock of Diamond ware, Ltd. ("Diamondware"). 
Diamondwal'e specializes in high-definition, proximity-based 3D-positional voice technology that brings life-like 
sound to virtual web and voice communications. Diamondware's technology has been deployed in gaming 
environments and in U.S. military tactical intercom systems, and by a broad range of carriers and equipment 
manufacturers. Its technology utilizes wideband, stereo capability and custom spatial positioning that can deliver real­
time interactions in 3D virtual worlds and meetings, online gaming systems, and multimedia applications. Key patents 
are held by Diamondwm'e in server-based 3D audio and scaling. Beyond intercompany sales, Diamondware's two 
largest customers include defense and civilian agencies within the U.S. Federal Government. 

Nortel Networks India International Inc. 

Nortel Networks India International Inc., a wholly-owned subsidiary ofNNl, acts as a supplier of hardware and 
software for contracts with certain Nortel customel'S in India. 

Nortel Government Solutions Incorporated 

Nortel Govenunent Solutions ("NOS") is wholly-owned by NNI. NGS operates as a stand-alone business in 
accordance with a Proxy Agreement in effect with the U.S. Department of Defense. NGS is Nortel's fully integrated 
entity focused on the United States Government delivering a comprehensive portfolio of technology and high-end 
services capable of meeting the demands ofthe most complex and important systems in the world. Headquartered in 
Fairfax, Virginia, NOS engineers, deploys and manages mission-critical solutions for government entities, including 
homeland security, criminal justice, defense and civilian agencies within the U.S. Federal Government and at state and 
local levels. 

Wholly-owned subsidial'ies of NOS include AC Technologies, Inc. and Integrated Information Technology 
Corporation. 

Nortel Ventul'es LLC 

Nortel Ventures LLC is a special purpose investment subsidiary with respect to NNI's investment in certain offshore 
funds. The sole member of NOlte I Ventures LLC is NNI. Nortel Ventures LLC holds minor ownership interests in 
Infotech Pacific Ventures, L.P., New Enterprise Associates 12, L.P., Pacven Walden Ventures VI, L.P., VantagePoint 
Venture Partners 2006 (Q), L.P., and WI I-Im'per Inc. Fund VI Ltd. 

Bay Networks do Brasil Ltda. 

Bay Networks do Brasil Ltd. is 99.50% owned by NNI, with the remaining 0.50% currently held by NOltel Networks 
International Inc., which in turn is held by NNI, and was initially acquired by Nortel through the purchase of Bay 
Networks Group, Inc. in August 1998.5 The subsidiary was utilized for the importing and exporting ofNOltel 
computer products, as well as the rendering of support services to clients and distributors of the products manufactured 
or sold in Brazil and other countries of Latin America. Bay Networks do Brasil Ltda is currently in the process of 
dissolution. 

5 NNL bought the company in 1998 and ultimately transferred this part to NNl. 

29 



B26 (Official Form 26) (12/08) - Cont. 

Nortel Networl,s Technology Ltd. 

Nortel Networks Technology Ltd., a Cayman is wholly-owned by NNI and was originally incorporated under the name 
Bay Networks Technology Ltd. Wholly-owned subsidiaries of Norte 1 Networks Technology Ltd. include Nortel 
Networks (Shannon) Limited and Nortel Networks Europe Sales Limited, and a 0.05% ownership is held in Nortel 
Networks Technology (Thailand) Ltd. 

Bay Networks Redes de Dados pal'a Sistemas Informaticos, Lda. 

Bay Networks Redes de Dados para Sistemas Informaticos, Lda., wholly-owned by NNI, has provided sales, technical 
and marketing support and other similar services in connection with the sale of computer networking hardware and 
software. Primary customers include computer networking hardware and software manufacturers and trade companies. 
This company is not actively conducting business and has been approved by the shareholder for liquidation. 

Clndfy Limited 

ClarifY Limited is a dormant United Kingdom company, wholly-owned by NNI, in the process of dissolution. 

Pcnril Datacomm Limited 

Effective December 31,2000, this United Kingdom company became a wholly-owned subsidiary ofNNI, subsequent 
to the merger of Penril Datacomm Networks Inc. into Nortel Networks NA Inc. and then into NNI. The entity has been 
in the process of dissolution since 2002. 

Nortel Networks Eastel'll Meditel'l'aneall Ltd. 

Nortel Networks Eastern Mediterranean Ltd., a wholly-owned subsidiary ofNNI, was utilized to support Nortel sales 
and service in the Israeli and Middle East market. The entity has been dormant since 2000, when the business and 
employees were transferred to Nortcl Networks Israel (Sales and Marketing) Limited. It is in the process of being 
dissolved. 

Nortel Technology Excellence Centre Private Limited 

Tasman Networks Private Limited was acquired in 2006 as part of Tasman Networks, Inc., and subsequently renamed 
Nortel Technology Excellence Centre Private Limited, The company provides computer software and hardware and 
services including nctworking connectivity, systems engineering, product support, remote diagnostics, system 
integration, remote management and other related computer services for its only customer, NNI. NNI currently has 
99.0 I % ownership in the entity, while Nortel Networks Mauritius Ltd., which in turn is held by NNL, holds the 
remaining 0,99%. 

NOI·tel Netwol'ks Japan 

Nortel Networks Japan, a wholly-owned NNI sllbsidiary, is responsible for sales and marketing of NOliel 
telecommunications equipment in Japan. 

NOt'tcl Networl<s Technology K.K. 

NNI is the sole shareholder of Norte I Networks Technology K.K., a wholly-owned subsidiary ofNNI, which was 
acquired through the purchase of Bay Networks Group, Inc. in August 1998. Nortel Networks Teclmology K.K. was 
utilized to support sales and services of Nor tel's products and services until June 30, 2000, at which time the company 
began the process ofliquidation. 

Nortel Nctwol'l(S Southeast Asia Pte Ltd. 

NOliel Networks Southeast Asia Pte Ltd., a wholly-owned subsidimy ofNNI, supported regional sales and service of 
Nortel's products and services. Acquired through Nortel's purchase ofthe Bay Networks Group, Inc., this company 
has been dormant since 2004. 
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Nortel Networks Technology (Thailand) Ltd. 

Nortel Networks Technology (Thailand) Ltd., acquired August 31, 1998, under the name Bay Networks (Thailand) 
Limited, is a dormant subsidiaty fOl1nerly utilized to support sales and service in the Thailand region. Currently NNI 
holds 99.94% of the shares, while Nortel Networks Technology Ltd. (which is wholly owned by NNI) holds 0.05% 
and Nortel Networks International Inc. (which is wholly owned by NNI) holds 0,01 %. The company is proceeding 
toward dissolution. 

The Nortel Foundation 

The Norte! Foundation was organized in 2005 exclusively for the promotion of social welfare under Section 501 (c)( 4) 
of the Internal Revenue Code. The purpose of the organization is to do all things which may be necessary, appropriate 
or convenient to the achievement of the above purpose which may be lawfully done by a nonprofit corporation under 
and pursuant to the laws of the Commonwealth of Virginia. The Nortel Foundation is a wholly-owned subsidiary of 
NNI. 
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Exhibit C.2 
Description of Opel'ations for Limited Partnership 

Investment Fund held by NOl'tel NetwoJ'ks Inc. 

The limited palinership investment fund was formed in 1998 to invest primarily in companies in the information 
technology industry in the United States. The Debtor's interest is a non-controlling limited partnership investment. 
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Nortel AItSystems All 

Exhibit C.3 
Description of Operations for Entities 

held by Nortel AItSystems Inc. 

Nortel AItSystems AB, a wholly-owned subsidiary ofNol'tel AltSystems Inc., is a private corporation responsible for 
product development of Nor tel's Intelligent Edge products. Nortel AltSystems AB has been dormant since the second 
quarter of2006. 

Nodel AltSystems Intel'llational Limited 

Nortel AItSystems International Limited, a wholly-owned subsidiary of Nor leI AltSystems Inc. provides Internet 
infmstructure equipment, and manufactures and markets Web switches. The company is currently dormant. 
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Sonoma Limited 

Exhibit C.3 
Description of Operations for Entities 

held by Sonoma Systems 

Sonoma Limited is a wholly-owned subsidiary of Sonoma Systems and is dormant and in the process of dissolution. 

Sonoma Systems Europe Limited 

Sonoma Systems Europe Limited is a wholly-owned subsidiary of Sonoma Limited. The company is dormant and in 
the process of dissolution. 
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Exhibit C,3 
Description of Operations for Entities 
held by Nortel Networks (NNCI) Inc, 

Nortel NetwOI'ks de Guatemala, Ltda, 

NOltel Networks (NNCI) Inc. holds Q. 133,819.17 (98%) and Nortel Networks Limited holds Q. 2,731 (2%) 
investment in local currency in Nortel Networks de Guatemala, Ltda. Nortel Networks de Guatemala, Ltda. sells 
telecommunications equipment and services. 

Nortel Trinidad aud Tobago Limited 

NortelNetworks Trinidad aud Tobago Limited is a wholly-owned subsidiary of Norte I Networks (NNCI) Inc. The 
company is a supplier of data and telephony networks solutions and services in Trinidad and Tobago. 

35 




