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PRIOR FILINGS MODIFIED AND SUPERSEDED

BCE Inc.s annual report on Form 40-F for the year ended December 31, 2004, at the time of filing with the U.S. Securities and Exchange
Commission (the “SEC” or “Commission”), modifies and supersedes all prior documents filed pursuant to Sections 13, 14 and 15(d) of the
Exchange Act for purposes of any offers or sales of any securities after the date of such filing pursuant to any registration statement or
prospectus filed pursuant to the Securities Act of 1933 which incorporates by reference such annual report on Form 40-F. Other than BCE Inc.s
Annual Information Form for the year ended December 31, 2004 (the “AlF”) included herein, and BCE Inc.s annual audited consolidated
financial statements for the year ended December 31, 2004 and related management’s discussion and analysis of financial condition and results
of operations, incorporated by reference herein, no other information from the Exhibits attached hereto is to be incorporated by reference in a
registration statement or prospectus filed pursuant to the Securities Act of 1933.

ANNUAL AUDITED CONSOLIDATED FINANCIAL STATEMENTS AND
MANAGEMENT’S DISCUSSION AND ANALYSIS

A. Annual Audited Consolidated Financial Statements

For BCE Inc.s annual audited consolidated financial statements for the year ended December 31, 2004 (the “Financial Statements”),
including the auditor’s report with respect thereto, see pages 82 to 121 and part of page 82, respectively, of the BCE Inc. 2004 Annual Report to
shareholders attached hereto as Exhibit 99.1, which pages are incorporated herein by reference. See Note 27 of the Notes to the Financial
Statements on pages 118 to 121 of the BCE Inc. 2004 Annual Report to shareholders, reconciling the significant differences between Canadian
and United States generally accepted accounting principles.

The above referenced auditor’s report is expressed in accordance with standards of reporting generally accepted in Canada which do not
require a reference to changes in accounting principles in the auditor’s report when the changes are properly accounted for and adequately
disclosed in the financial statements. In the United States, reporting standards for auditors require the addition of an explanatory paragraph
(following the opinion paragraph) when there are changes in accounting principles that have a material effect on the comparability of the financial
statements, such as the changes described in Note 1 to the Financial Statements, or when there is a retroactive restatement such as described
in Note 1 to the Financial Statements.

B. Management’s Discussion and Analysis

For management’s discussion and analysis of financial condition and results of operations, see pages 32 to 81 of the BCE Inc. 2004 Annual
Report to shareholders attached hereto as Exhibit 99.1, which pages are incorporated herein by reference.

EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES

As of the end of the period covered by this annual report on Form 40-F, an evaluation was carried out by BCE Inc.'s management, under the
supervision, and with the participation, of BCE Inc.’s President and Chief Executive Officer (the “CEQ”) and Chief Financial Officer (the “CFO”),
of the effectiveness of BCE Inc.’'s disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)). Based on
that evaluation, the CEO and CFO concluded that such disclosure controls and procedures were adequate and effective and designed to ensure
that material information relating to BCE Inc. and its consolidated subsidiaries would be made known to them by others within those entities.

CHANGES IN INTERNAL CONTROL OVER FINANCIAL REPORTING

During the year ended December 31, 2004, there were no changes in BCE Inc.’s internal control over financial reporting that have materially
affected, or are reasonably likely to materially affect, BCE Inc.’s internal control over financial reporting.

AUDIT COMMITTEE FINANCIAL EXPERT

BCE Inc.'s board of directors has determined that the Chairman of the audit committee, Mr. T.C. O'Neill, qualifies as an "audit committee
financial expert" and that Mr. T.C. O'Neill is independent under the listing standards of the New York Stock Exchange.

CODE OF ETHICS
All of BCE Inc.’s employees, directors and officers must follow BCE Inc.’'s Code of Business Conduct (the “Bell Canada Enterprises Code”),
which provides guidelines for ethical behaviour. The Bell Canada Enterprises Code includes additional guidelines for BCE Inc.’s President and
Chief Executive Officer, Chief Financial Officer, Controller and Treasurer. The Bell Canada Enterprises Code is available in the Governance
section of BCE Inc.’s website at www.bce.ca.
PRINCIPAL ACCOUNTANT FEES AND SERVICES

Auditor’s fees

The table below shows the fees that Deloitte & Touche LLP (“Deloitte & Touche”), BCE Inc.’s external auditor, billed to BCE Inc. and its



subsidiaries for various services for each year in the past two fiscal years.

2004 20031
(Can. $ millions)
Audit fees 1.4 13.3
Audit-related fees 3.1 2.2
Tax fees 1.9 2.6
Other fees - 1.1
Total 16.4 19.2

1 Figures for 2003 have been restated to eliminate the fees paid by CGI Group Inc. in the calculation of our aggregate fees paid and reclassify

translation services from Other fees to Audit fees so they can be compared to 2004 fees.
Audit fees

These fees include professional services provided by the external auditor for the review of the interim financial statements, statutory audits of
the annual financial statements, the review of prospectuses, consulting on financial accounting and reporting standards, other regulatory audits
and filings and translation services.

Audit-related fees

These fees relate to non-statutory audits, Sarbanes-Oxley Act of 2002 initiatives, pension plan audits and consulting on prospective financial
accounting and reporting standards.

Tax fees

These fees include professional services for administering our compliance with our conflict of interest policy, tax compliance, tax advice, tax
planning and advisory services relating to the preparation of corporate tax, capital tax and commaodity tax returns.

Since November 2004, we generally do not engage the external auditor to perform tax planning and consulting services.

Other fees
These fees include professional services provided for the redesign of product introduction and new applications for account management,
inventory programming, promotion and research processes. This work started in 2002 and was completed in early 2003.

In 2004, Deloitte & Touche has not been engaged to design any information system or provide implementation services (IS/IT) or other
consulting services to BCE Inc. or its subsidiaries.

Auditor independence policy

BCE Inc.’s auditor independence policy is a comprehensive policy governing all aspects of BCE Inc.’s relationship with the external auditor,
including:

. establishing a process for determining whether various audit and other services provided by the external auditor affect its
independence;

. identifying the services that the external auditor may and may not provide to BCE Inc. and its subsidiaries;

. pre-approving all services to be provided by the external auditor of BCE Inc. and its subsidiaries; and

. establishing a process outlining procedures (as part of a separate policy) when hiring current or former personnel of the

external auditor in a financial oversight role to ensure auditor independence is maintained.

In particular, the policy specifies that:

. the external auditor cannot be hired to provide any services falling within the prohibited services category, such as
bookkeeping, financial information system design and implementation and legal services;



. for all audit or non-audit services falling within the permitted services category (such as prospectus work, due diligence and
non-statutory audits), a request for approval must be submitted to the audit committee by the Chief Financial Officer prior to
engaging the auditors;

. specific permitted services however are pre-approved quarterly by the audit committee and consequently only require approval
by the Chief Financial Officer prior to engaging the external auditor; and
. at each regularly scheduled audit committee meeting, a consolidated summary of all fees paid to the external auditor by service

type is presented. This summary includes a breakout of fees incurred within the pre-approved amounts.

In 2004, BCE Inc.’s audit committee did not approve any audit-related, tax or other services pursuant to paragraph (c) (7) (i) (C) of Rule 2-01
of Regulation S-X.

OFF-BALANCE SHEET ARRANGEMENTS

Please see the section entitled “Off-Balance Sheet Arrangements” of BCE Inc.'s management’s discussion and analysis of financial condition
and results of operations (which is incorporated by reference in BCE Inc.’s AIF) and Notes 11 and 25, entitled “Accounts receivable” and
“Guarantees”, respectively, of the Financial Statements, all contained in BCE Inc.s 2004 Annual Report to shareholders attached hereto as
Exhibit 99.1, for a discussion of offbalance sheet arrangements.

TABULAR DISCLOSURE OF CONTRACTUAL OBLIGATIONS
Please see the section entitled “Contractual Obligations” of BCE Inc.s management’s discussion and analysis of financial condition and
results of operations (which is incorporated by reference in BCE Inc.’s AIF), contained in BCE Inc.’s 2004 Annual Report to shareholders
attached hereto as Exhibit 99.1, for a tabular disclosure and discussion of contractual obligations.
IDENTIFICATION OF THE AUDIT COMMITTEE
BCE Inc. has a separately designated standing audit committee established in accordance with section 3(a)(58) (A) of the Exchange Act.

BCE Inc.'s audit committee is comprised of five independent members: Mr. T.C. O'Neill (Chair), Mr. A. Bérard, Mrs. J. Maxwell, Mr. R.C. Pozen
and Mr. V.L. Young.

UNDERTAKING

BCE Inc. undertakes to make available, in person or by telephone, representatives to respond to inquiries made by the Commission staff, and
to furnish promptly, when requested to do so by the Commission staff, information relating to: the securities in relation to which the obligation to
file this annual report on Form 40-F arises; or transactions in said securities.

WEB SITE INFORMATION

Notwithstanding any reference to BCE Inc.'s website on the World Wide Web in the AIF or in the documents attached as Exhibits hereto, the
information contained in BCE Inc.s website or any other site on the World Wide Web referred to in BCE Inc.’s website is not a part of this Form
40-F and, therefore, is not filed with the Commission.

STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

BCE Inc. has made in the documents filed as part of this annual report on Form 40-F, and from time to time may otherwise make, forward-
looking statements and related assumptions concerning its operations, economic performance and financial matters. BCE Inc. is under no duty
to update any of these forward-looking statements or related assumptions. Actual results or events could differ materially from those set forth in,
or implied by, the forward-looking statements and the related assumptions due to a variety of factors. Reference is made to the section entitled
“About forward-looking statements” on page 3 of the AIF and to the section entitled “Risks That Could Affect Our Business” on pages 32 to 41 of
the AIF for a discussion of certain of such factors. Reference is also made to the various risk factors discussed throughout BCE Inc.s
management’s discussion and analysis of financial condition and results of operations (which is incorporated by reference in BCE Inc.’s AlF),
contained in BCE Inc.’s 2004 Annual Report to shareholders attached hereto as Exhibit 99.1.
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ABOUT THIS ANNUAL INFORMATION FORM

This Annual Information Form (AIF) contains important information that will help you make informed decisions about investing in
BCE Inc. It describes the company and its operations, its prospects, risks and other factors that affect its business.

In this AIF, we, us, our and BCE mean BCE Inc., its subsidiaries and joint ventures. Bell Canada, Aliant Inc. (Aliant) and
heir subsidiaries are referred to as the Bell Canada companies.

All dollar figures are in Canadian dollars, unless stated otherwise. The information in this AIF is as of March 2, 2005,
unless stated otherwise, and except for information in documents incorporated by reference that have a different date.

Documents incorporated by reference

The document in the table below contains information that is incorporated by reference into this AlF.

Document Where it is incorporated in this AIF

BCE Inc. 2004 annual report — Management’s Management’s discussion and analysis, page 41
discussion and analysis, pages 32 to 80

Trademarks

The table below is a list of all our trademarks referred to and used as such in this AIF, and their owners.

Owner Trademark

BCE Inc. BCE

Bell Canada Rings & head design
Bell Canada Enterprises corporate logo
Bell
Bell World
Espace Bell
ProConnect
Sympatico
Sympatico.ca

Bell ExpressVu Limited Partnership ExpressVu

Bell Globemedia Publishing Inc. Canada’s National Newspaper
Globeandmail.com
The Globe and Mail

Bell Mobility Inc. Mobile Browser

CTV Inc. CTV



CTV Newsnet
CTV Travel
The Comedy Network

CTV Television Inc. ROB TV
Talk TV
Le Réseau des Sports (RDS) Inc. RIS Info Sports
Telesat Canada Anik
Nimiq
Telesat
The Sports Network Inc. TSN
RDS

Any other trademarks, or corporate, trade or domain names used in this AIF are the property of their owners. We believe that our
trademarks and domain names are very important to our success. Our exclusive trademark rights are perpetual provided that their
registrations are timely renewed and that the trademarks are used in commerce by us or our licensees. We take appropriate
measures to protect, renew and defend our trademarks. We also spend considerable time and resources overseeing, registering,
renewing, licensing and protecting our trademarks and prosecuting those who infringe on them. We take great care not to infringe
on the intellectual property and trademarks of others.

2 2004 Annual information form  BCE Inc.




About forward-looking statements

A statement we make is forward-looking when it uses what we know and expect today to make a statement about the future.
Forward-looking statements may include words such as anticipate, believe, could, expect, goal, guidance, intend, may, objective,
outlook, plan, seek, should, strive, target and will.

Securities laws encourage companies to disclose forward-looking information so that investors can get a better understanding
of the company’s future prospects and make informed investment decisions.

This AIF contains forward-looking statements about BCE’s objectives, strategies, financial condition, results of operations, cash
flows and businesses. These statements are forward-looking because they are based on our current expectations, estimates and
assumptions about the markets we operate in, the Canadian economic environment and our ability to attract and retain customers
and to manage network assets and operating costs. It is important to know that:

o forward-looking statements in this AIF describe our expectations at March 2, 2005.

e our actual results could be materially different from what we expect if known or unknown risks affect our business, or if our
estimates or assumptions turn out to be inaccurate. As a result, we cannot guarantee that any forward-looking statement
will materialize and, accordingly, you are cautioned not to place undue reliance on these forward-looking statements.

e forward-looking statements do not take into account the effect that transactions or non-recurring or other special items
announced or occurring after the statements are made may have on our business. For example, they do not include the
effect of dispositions, sales of assets, monetizations, mergers, acquisitions, other business combinations or transactions,
asset write-downs or other charges announced or occurring after forward-looking statements are made. The financial
impact of such transactions and non-recurring and other special items can be complex and necessarily depends on the
facts particular to each of them. Accordingly, the expected impact cannot be meaningfully described in the abstract or
presented in the same manner as known risks affecting our business.

e we disclaim any intention and assume no obligation to update any forward-looking statement even if new information
becomes available, as a result of future events or for any other reason.

Risks that could cause our actual results to materially differ from our current expectations are discussed throughout this AIF
and, in particular, in Risks that could affect our business .

ABOUT BCE

BCE is Canada’s largest communications company. Our primary focus is Bell Canada, which represents the largest component of
our business. We report Bell Canada’s results of operations in four segments. Each reflects a distinct customer group: Consumer,
Business, Aliant and Other Bell Canada. All of our other activities are reported in the Other BCE segment. Our reporting structure
reflects how we manage our business and how we classify our operations for planning and measuring performance.

In 2004, we had consolidated operating revenues of $19.2 billion. We had total assets of $39.1 billion and approximately
61,700 employees at December 31, 2004.

The table below shows the operating revenues that each segment contributed to total operating revenues for the year ended
December 31, 2004.

Operating revenues (in $ millions)

Consumer $ 7,502
Business $ 5,851
Aliant $ 2,083
Other Bell Canada $ 1,939
Inter-segment eliminations $ (538)
Bell Canada $ 16,787
Other BCE $ 2,861
Inter-segment eliminations $  (455)
Total operating revenues $ 19,193




The Consumer segment provides local telephone, long distance, wireless, Internet access, video and other services to
Bell Canada’s residential customers, mainly in Ontario and Québec. Wireless services are also offered in Western Canada and
video services are provided nationwide.

Local telephone and long distance services are sold under the Bell brand, wireless services through Bell Mobility Inc. (Bell
Mobility), Internet access under the Sympatico brand and video services through Bell ExpressVu Limited Partnership (Bell
ExpressVu).

The Business segment provides local telephone, long distance, wireless, data (including Internet access), and other services
to Bell Canada’s small and medium-sized businesses (SMB) and large enterprise (Enterprise) customers in Ontario and Québec,
as well as business customers in Western Canada.

In 2004, Bell Canada acquired several small specialized service companies, allowing us to quickly enhance our value-added
services (VAS) product suite for both SMB and Enterprise customers. See Business Highlights for information about these
business acquisitions.

In the third quarter of 2004, we enhanced our competitive position in Western Canada by acquiring 100% ownership of
Bell West Inc. (Bell West), our competitive local exchange carrier (CLEC) in Alberta and British Columbia, by completing the
purchase of Manitoba Telecom Services Inc.’s (MTS) interest in Bell West.

In the fourth quarter of 2004, we further enhanced our competitive position in Western Canada by completing the acquisition of
the Canadian operations of 360networks Corporation (360networks) as well as certain U.S. network assets. This acquisition
increases our customer base and gives us an extensive fibre network across major cities in Western Canada. See Business
Highlights for information about this acquisition.

The Aliant segment provides local telephone, long distance, wireless, data (including Internet access), and other services to
residential and business customers in Atlantic Canada, and represents the operations of Aliant.

At December 31, 2004, Bell Canada owned 53% of Aliant. The remaining 47% was publicly held.

The Other Bell Canada segment includes Bell Canada’s Wholesale business, and the financial results of Télébec Limited
Partnership (Télébec), NorthernTel Limited Partnership (NorthernTel) and Northwestel Inc.
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(Northwestel). Our Wholesale business provides local telephone, long distance, wireless, data and other services to competitors
who resell these services. Télébec, NorthernTel and Northwestel provide telecommunications services to less populated areas of
Québec, Ontario and Canada’s northern territories.

Following the purchase of 360networks, Bell Canada sold 360networks’ retail customer operations in Central and Eastern
Canada to Call-Net Enterprises Inc. (Call-Net). As part of the sale, Bell Canada will provide to Call-Net, for a share of the
revenues, network facilities and other operations and support services.

At December 31, 2004, Bell Canada owned 100% of Northwestel and 63% of Télébec and NorthernTel. The Bell Nordig
Income Fund owned the remaining 37%.

In classifying our operations for planning and measuring performance, all restructuring and other items at Bell Canada and its
subsidiaries except for Aliant are included in the Other Bell Canada segment and not allocated to the Consumer or Business
segments.

The Other BCE segment includes the financial results of our media, satellite and information technology (IT) businesses as well
as the costs incurred by our corporate office. This segment includes Bell Globemedia Inc. (Bell Globemedia), Telesat Canada
(Telesat) and CGI Group Inc. (CGlI).

Bell Globemedia provides information and entertainment services to Canadian customers and access to distinctive Canadian
content. It includes CTV Inc. (CTV), Canada’s leading private broadcaster, and The Globe and Mail, Canada’s leading national
newspaper. BCE Inc. owns 68.5% of Bell Globemedia. The Woodbridge Company Limited and affiliates own the remaining 31.5%

Telesat is a pioneer in satellite communications and systems management and is an experienced consultant in establishing,
operating and upgrading satellite systems worldwide. BCE Inc. owns 100% of Telesat.

CGl is one of Canada’s largest IT services companies. It provides a full range of IT services and business solutions including
outsourcing, systems development and integration and consulting. CGl is publicly traded. BCE Inc. owns 29% of CGl.

BCE Inc. was incorporated in 1970 and was continued under the Canada Business Corporations Act in 1979. It is governed by
a Certificate and Articles of Amalgamation dated August 1, 2004.

BCE Inc.’s head and registered offices are at 1000, rue de La Gauchetiere Ouest, Suite 3700, Montréal, Québec H3B 4Y7.

BCE Inc.’s auditors are Deloitte & Touche LLP.

Our strategic priorities

The telecommunications industry continues to evolve rapidly as the industry moves from multiple service-specific networks to
Internet Protocol (IP)-based integrated communications networks where text, video, sound and voice all travel on a single network.
While IP-based communications is creating a new competitive landscape with reduced barriers to entry, it also unleashes new
growth opportunities and the ability to achieve significant cost savings.

In 2004, we embarked on our strategy to deliver unrivalled integrated communications to customers across Canada with the
overall objective of taking a leadership position in setting the standard in IP for the industry and for our customers. Leveraging the
opportunities created by IP-based communications should allow us to deliver on the guiding principles of our strategy of customer
simplification, innovation and efficiency. This strategy is founded on three priorities:

1. Deliver an enhanced customer experience with the objective of enabling a significantly lower cost structure at Bell Canada.



A year ago we announced a far-reaching, company-wide program called Galileo (Galileo) designed to simplify and enhance the
customer experience. In the Consumer segment, Galileo aims to unify the customer experience across all product lines, and
eliminate the costs of complexity associated with multiple systems and processes. In the Business segment, Galileo aims to
deliver to customers a streamlined service offer based on IP, thereby eliminating the costs of multiple data networks and their
related processes.

In 2004, we made significant progress on our Galileo initiatives in both our Consumer and Business segments.

In our consumer segment:

e we gained 369,000 subscriptions to the Bell bundle (a combination of wireless, Internet and video services in one offer),
bringing our total sales to 431,000 since it was launched in September of 2003. Over the year, 48% of new bundle
activations, 49% of fourth quarter activations and 51% of December activations included the sale of at least one new
service.

o the $5 Long Distance Bundle that we introduced in June 2004, was extremely successful, gaining approximately 229,000
customers by year end

o we completed a major overhaul of Bell ExpressVu'’s service offerings to stimulate growth and invigorate the business. This
included repackaging programs and simpler pricing.

e we completed the migration of all Bell Mobility postpaid customer accounts to a new billing platform that will enable us to
consolidate all of a customer’s services onto a single bill

e we also made significant advancements in improving the customer experience in our corporate stores.
In our Business segment:

e we made significant progress on our key objective of having 100% of our core traffic moved to a pervasive national IP multi-
protocol label switching (IP-MPLS) network by the end of 2006. At the end of 2004, 61% of the traffic on our core network
was |IP-based.

e we also began the process to discontinue several legacy data services by announcing in 2004 that we would not sell these
services to customers who do not use them currently. This list of legacy services includes Frame Relay, asynchronous
transfer mode (ATM), Megastream, Bell Electronic Business Network, some business long distance services from the VNet
portfolio (virtual corporate network services for large companies) and some packet services from the Datapac portfolio.

In 2005, we will continue to work on both of these areas.
In Consumer, we will continue to deliver on our strategy to win the broadband home. In particular we:

e aim to significantly increase the number of customers on the Bell bundle
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. will launch a redesigned Bell.ca site, with the objective of increasing online sales
. will rollout a new, simpler bill for our customers.

In Business we will:

e continue the process of discontinuing legacy data services by expanding the list of services that will no longer be sold to
customers who do not currently use them and by beginning to stop selling these services to existing customers
e continue to actively encourage customers to adopt new IP-based services as well as to migrate from legacy services to new
IP-based services
. increase the adoption of self-serve and web-based interfaces by Enterprise customers
. eliminate network elements and standardize core operating processes.

By the end of 2006, through our Galileo initiatives we are targeting to remove between $1 billion and $1.5 billion in annual
costs from our current cost structure.

2. Deliver abundant bandwidth to enable all the services of the future with the reliability and security that customers require.

Over the next four years, we plan to make a significant investment to expand the reach and amount of bandwidth available to
customers. We are aiming to be able to deliver by 2008 up to 26 megabits per second (Mbps) to 85% of urban households in the
Québec City to Windsor corridor, or approximately 4.3 million households. Four million of these households will be single family
units (SFUs) that will be served using a fibre-to-the-node (FTTN) architecture capable of delivering IPTV service (video over
Internet protocol). The remaining 300,000 households will be multiple-dwelling units (MDUs) served using very high-bit-rate DSL
(VDSL).

In 2004, we began our FTTN rollout by deploying new high-density remotes in 376 neighbourhoods. Although not yet capable



of providing video services, these remotes did enable the expansion of our high-speed Internet access footprint in Ontario and
Québec to 83% of homes and business lines passed, compared to 80% at the end of 2003. We also made solid progress in the
deployment of VDSL to MDUs. By the end of the year, we had signed access agreements with 335 buildings.

In 2005, we plan to continue our FTTN rollout and conduct trials of our IPTV service. By year end, we expect to have deployed
new high-density remotes to 2,500 neighbourhoods, representing a footprint of approximately 1.1 million households. We plan to
also continue our VDSL expansion into the MDU markets of Toronto, Montréal and Ottawa.

We were also the first in Canada to announce plans to deploy the third generation (3G) of wireless mobile communications.
Through our investment in Evolution, Data Optimized (EVDO), we will offer wireless broadband speeds of up to 2.4 Mbps, six
times faster than the speeds that exist today. We intend to deploy EVDO in major urban centres across Canada in 2005 and 2006.

3. Create the next-generation services to drive future growth.

We continue to leverage our network capabilities, customer base and market knowledge to deliver innovative next-generation
services. We plan to develop applications together with our wide array of partners, integrate them into useful services and bring
these services to market using our strong brand, customer reach and channels.

In 2004, our Consumer segment provided next-generation services with:

o the launch of Sympatico-MSN.ca, a single portal combining the best features and Internet tools of MSN Canada Co. (MSN
Canada) with the broadband content and innovative services of Sympatico.ca

e the introduction of MSN Premium

o the launch of Sympatico Home Networking (an integrated wireless high-speed modem and router solution)
e the launch of leading-edge wireless location-based services

e the launch of wireless phone-to-phone video messaging service.

For Enterprise customers, we launched our Managed IP Telephony service. By year end, Bell Canada had sold more than
145,000 IP-enabled lines on customer premises equipment (CPE). We also enhanced our portfolio of value-added services
through the acquisitions of:

¢ Infostream Technologies Inc. (Infostream), a systems and storage technology firm, addressing customer needs for secure
and reliable information storage and redundant back-up capabilities

e approximately 76% of Elix Inc., a provider of call routing and management systems, IT applications integration, and design
and implementation of electronic voice-driven response systems

o the security business of BCE Emergis Inc. (Emergis).
As part of our strategy to become the technology advisor of choice to SMB customers, we:

e launched Productivity Pak (a self-serve bundle of tools that enables SMB customers to more easily access and share
information) and ProConnect (a fully managed service enabling the sharing of information easily, securely and affordably
across the most extensive private IP-based network in Canada)

e acquired IT solutions provider Charon Systems Inc. and, by February 21, 2005, an 89% interest in IT solutions provider
Nexxlink Technologies Inc. (Nexxlink)

e on December 14, 2004, announced an initiative with Microsoft Canada Co. whereby Bell Canada will combine
telecommunications services and Microsoft software-based solutions to bring SMB customers reliable, secure, productivity-
enhancing services at affordable prices.

In 2005, we plan to introduce Internet telephony service for consumers. In the Enterprise unit, we are targeting to increase the
proportion of our customers in the Enterprise market purchasing value-added solutions. In the SMB market, we intend to reinvent
the way information technology and telecom are integrated with the objective of increasing the number of SMB customers that
view Bell Canada as their virtual Chief Information Officer (VCIO).

We will exploit the IP capability to achieve inter-operability between wireless and wireline platforms. For instance, in 2005 we
are targeting to bring to market an integrated single-voice mailbox for both cellular and land lines to allow customer access to
voicemail messages through a single voicemail system.

5 2004 Annual information form  BCE Inc.




Our corporate structure

The table below shows our main subsidiaries, where they are incorporated or registered, and the percentage of voting and non-
voting securities or partnership interest that we beneficially own or that we directly or indirectly exercise control or direction over.
We have other subsidiaries, but they have not been included in the table because each represents 10% or less of our total
consolidated assets and 10% or less of our total consolidated operating revenues. These other subsidiaries together represented
20% or less of our total consolidated assets and 20% or less of our total consolidated operating revenues at December 31, 2004.

Our corporate structure

Percentage of voting
securities or

Where it is partnership interest
incorporated or that BCE Inc. held at
Subsidiary registered December 31, 2004 U
Bell Canada @ Canada 100%
Aliant Canada 53.2%
Bell Mobility (3 Canada 100%
Bell ExpressVu ) Ontario 100% (4)
Bell Globemedia () Ontario 68.5%

(1) We do not own any outstanding non-voting securities issued by these subsidiaries.

(2) All of the voting securities of Bell Canada are owned by Bell Canada Holdings Inc. (BCH), a wholly-owned subsidiary of
BCE Inc.

(3) These subsidiaries represent 10% or less of our total consolidated assets and 10% or less of our total consolidated operating
revenues. We have included them to provide a better understanding of our overall corporate structure.

(4) This subsidiary is indirectly wholly-owned by BCE Inc. 52% is indirectly held by Bell Canada.

Our directors and officers

At December 31, 2004, BCE Inc.’s directors and officers as a group beneficially owned, directly or indirectly, or exercised control or
direction over:

e approximately 1,549,314 or 0.1673% of the common shares of BCE Inc.

e approximately 3,000 or 0.0023% of the common shares of Aliant

e approximately 460 or 0.0012% of the common shares of Bell Canada International Inc. (BCI)
e approximately 6,000 or 0.0067% of the units of the Bell Nordig Income Fund.

Directors

The table on the next page lists BCE Inc.’s directors, where they lived and their principal occupation on March 2, 2005.
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Directors
Date elected or
appointed to the
Name and municipality of residence board Current principal occupation
André Bérard, Montréal, Québec January 2003 Corporate director
Ronald A. Brenneman, Calgary, Alberta November 2003 President and Chief Executive Officer and a director, Petro-
Canada
(petroleum company), since January 2000
Richard J. Currie, Toronto, Ontario May 1995 Chair of the board, BCE Inc. and Bell Canada, since
April 2002
Anthony S. Fell,™ Toronto, Ontario January 2002 Chairman of the board, RBC Dominion Securities Limited
(investment bank), since December 1999
Donna Soble Kaufman, Toronto, Ontario June 1998 Lawyer and corporate director
Thomas E. Kierans," Toronto, Ontario April 1999 Chair, CSI Global Education Inc. (financial educator), since

October 2004



Brian M. Levitt, Montréal, Québec May 1998 Co-Chair, Osler, Hoskin & Harcourt LLP (law firm), since
January 2001

The Honourable Edward C. Lumley,® January 2003 Vice-Chairman, BMO Nesbitt Burns Inc. (investment bank),
since 1991

South Lancaster, Ontario

Judith Maxwell, Ottawa, Ontario January 2000 President, Canadian Policy Research Networks Inc. (non-
profit organization
conducting research on work, family, health, social policy and
public
involvement), since 1995

John H. McArthur, Wayland, Massachusetts May 1995 Senior advisor to the President, The World Bank Group
(development bank),
since March 1996

Thomas C. O'Neill, Don Mills, Ontario January 2003 Chartered Accountant and corporate director
James A. Pattison,® Vancouver, February 2005 Chairman and Chief Executive Officer, The Jim Pattison
British Columbia Group, since 1961
Robert C. Pozen, Boston, Massachusetts February 2002 Chairman of the board, MFS Investment Management (global
investment
manager), since February 2004
Michael J. Sabia, ") Montréal, Québec October 2002 President and Chief Executive Officer (since April 2002) and a

director, BCE Inc., and Chief Executive Officer (since
May 2002) and a director, Bell Canada

Paul M. Tellier, Montréal, Québec April 1999 Corporate director
Victor L. Young, St. John’s, Newfoundland ~ May 1995 Corporate director
and Labrador

(1) Was a director or executive officer of Teleglobe Inc. or certain of its affiliates on or during the year preceding May 15, 2002, the
date when Teleglobe Inc. and certain of its affiliates filed for court protection under insolvency statutes in various countries,
including Canada and the United States.

(2) Was a director or executive officer of Air Canada on or during the year preceding April 1, 2003, the date when Air Canada filed
for court protection under insolvency statutes in Canada and the United States.

(3) Was a director or executive officer of Livent Inc. on or during the year preceding November 18 and 19, 1998, the dates when
Livent Inc. and its United States subsidiaries filed for court protection under insolvency statutes in Canada and the United
States, respectively.
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Past occupation

Under BCE Inc.’s by-laws, each director holds office until the next annual shareholder meeting or until his or her successor is
elected. All of BCE Inc.’s directors have held the positions listed in the table on the previous page or other executive positions with
the same or associated firms or organizations during the past five years or more, except for the people listed in the table below.

Past occupation

Director Past occupation

Mr. A. Bérard » Chairman of the board of National Bank of Canada (chartered bank) from March 2002 to March 2004
» Chairman of the board and Chief Executive Officer of National Bank of Canada from 1990 to March 2002
and a director of National Bank of Canada from 1985 to March 2004
Mr. R.A. Brenneman ¢ Before January 2000, General Manager — Corporate Planning of Exxon Corporation (petroleum company)
Mr. R.J. Currie * President of George Weston Limited (food distribution, retail and production) from 1996 to May 2002 and a
director from 1975 to May 2002
« President of Loblaw Companies Limited (grocery chain) from 1976 to January 2001 and a director from
1973 to May 2001
Mr. T.E. Kierans » Chairman of the board of Canadian Institute for Advanced Research (conducts basic research programs in
the social and natural sciences) from September 1999 to October 2004
» Chairman of the board of Moore Corporation Limited (management and distribution of print and digital
information) from 1977 to March 2001
» Chairman of the board of Petro-Canada from 1996 to January 2000

Mr. B.M. Levitt * President and Chief Executive Officer of Imasco Limited (consumer products and services company) from
1995 to February 2000
Mr. T.C. O’Neill « Chief Executive Officer of PricewaterhouseCoopers Consulting (provider of management consulting and

technology services) from January 2002 to May 2002 and then Chairman of the board from May 2002 to
October 2002



« Chief Operating Officer of PricewaterhouseCoopers LLP global organization (professional services firm in
accounting, auditing, taxation and financial advisory) from July 2000 to January 2002
« Chief Executive Officer of PricewaterhouseCoopers LLP (accounting firm) in Canada from 1998 to July
2000
Mr. R.C. Pozen * Vice-chairman of the board of Fidelity Investments from June 2000 to December 2001
* President and a director of Fidelity Management and Research Company (provider of financial services and
investment resources) from 1997 to June 2001
Mr. P.M. Tellier * President and Chief Executive Officer and a director of Bombardier .Inc. (manufacturer of business jets,
regional aircraft and rail transportation equipment) from January 2003 to December 2004
* President, Chief Executive Officer and a Director of Canadian National Railway Company from 1992 to
December 2002
Mr. V.L. Young + Chairman of the board and Chief Executive Officer of Fishery Products International Limited (frozen
seafood products company) from 1984 to May 2001
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Committees of the board

The table below lists the committees of our board of directors and their members. As a public company, we are required by law to
have an audit committee.

Committee Members

Audit T.C. O'Neill (Chair)
A. Bérard
J. Maxwell
R.C. Pozen
V.L. Young

Corporate governance D. Soble Kaufman (Chair)
A.S. Fell
T.E. Kierans
The Honourable E.C. Lumley
J.H. McArthur

Management resources and R.J. Currie (Chair)
compensation R.A. Brenneman
A.S. Fell
J.H. McArthur
V.L. Young

Pension fund R.C. Pozen (Chair)
T.E. Kierans
B.M. Levitt
P.M. Tellier




Past occupation

All of our officers have held their present positions or other executive positions with BCE Inc. or one or more of our subsidiaries or
affiliated companies during the past five years or more, except for:

e Mr. Bilodeau who was Senior Vice-President, Compensation Practice of AON Consulting (consulting company) before
April 2002

e Ms. Brooks who was Vice-President and Controller of Enbridge Inc. (pipeline company) before July 2003

e Mr. Bruneau who was Founder and Chairman Emeritus of Adventis (a strategy and management consultancy to the global
telecommunications industry) before December 2004

o Mr. Daniel who was Senior Vice-President of Canadian International Development Agency (CIDA) (industrial co-operation
program that provides financial support to Canadian firms) before October 2003

e Ms. Gibson who was Vice-President, Marketing of WorldLinx Telecommunications Inc. (telecommunications company)
before February 2001

o Mr. Houle who was Senior Vice-President, Corporate Human Resources of Alcan Inc. (packaging and aluminum company)
before June 2001

e Mr. Hunter who was a partner with Stikeman Elliott LLP (law firm) before March 2003
e Mr. Wickramasing he who was Senior Vice-President of Canadian Imperial Bank of Commerce (CIBC) (chartered bank)
and Chief Financial and Administrative Officer of Amicus Financial (CIBC’s e-commerce division) before August 2003. He
was also Senior Vice-President and Chief Administrative Officer of CIBC Retail and Small Business Banking from
June 2001 to February 2002 and Vice-President Audit & Chief Security Officer of CIBC before June 2001.
Officers

The table below lists BCE Inc.’s officers, where they lived and the office that they held at BCE Inc. on March 2, 2005.

Officers

Name Municipality of residence Office held at BCE Inc.

Michael J. Sabia(?)

William D. Andersonm

Alain Bilodeau

Michael T. Boychuk ()

Karyn A. Brooks
Mark R. Bruneau
Peter Daniel

Lib Gibson
Leo W. Houle

Lawson A.W. Hunter

Patricia A. Olah
Barry W. Pickford

Stephen P. Skinner(!)

Martine Turcotte
Siim A. Vanaselja

Montréal, Québec
Montréal, Québec

Montréal, Québec

Montréal, Québec

Montréal, Québec
Montréal, Québec
Ottawa, Ontario

Toronto, Ontario
Montréal, Québec
Ottawa, Ontario
Montréal, Québec
Toronto, Ontario
Montréal, Québec

Montréal, Québec
Montréal, Québec

President and Chief Executive Officer

President, BCE Ventures Inc.

Senior Vice-President, BCE Inc. and President, BCE
Corporate Services Inc.

Senior Vice-President and Treasurer

Vice-President and Controller

Executive Vice-President and Chief Strategy Officer
Executive Vice-President — Communications and
Corporate Marketing

Corporate Advisor

Chief Talent Officer

Executive Vice-President

Corporate Secretary

Senior Vice-President — Taxation

Senior Vice-President — Finance — Bell Canada
Chief Legal Officer

Chief Financial Officer

Executive Vice-President
Senior Vice-President — Audit and Risk Management

Stephen G. Wetmore
Mahes S. Wickramasinghe

Mississauga, Ontario
Mississauga, Ontario

(1) Was a director or executive officer of Teleglobe Inc. or certain of its affiliates on or during the year preceding May 15, 2002, the
date when Teleglobe Inc. and certain of its affiliates filed for court protection under insolvency statutes in various countries,
including Canada and the United States.
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Our employees
The table below shows the number of employees in the BCE group of companies.

Number of employees at December 31

2004 2003 2002

Total 61,739 64,054 66,266

Approximately 41% of our employees are represented by unions and are covered by collective agreements.
The following important collective agreements have expired:

o the collective agreements between CTV Television Inc. (CTV Television) and its employees in Calgary and Edmonton,
representing approximately 150 employees, which expired on September 30, 2004

o the collective agreement between CTV Television and its employees in Ottawa, representing approximately 65 employees,
which expired on December 31, 2004.

Negotiations continue regarding the renewal of both collective agreements.
The following important collective agreements expire on or before December 31, 2005:

e the collective agreement between the Canadian Telecommunications Employees’ Association (CTEA) and Bell Canada
representing approximately 10,000 clerical and associated employees, which expires on May 31, 2005. Negotiations began
in March 2005.

e certain collective agreements, representing approximately 170 CTV Television employees, that expire as follows:
o Sault Ste. Marie on April 8, 2005
o RDS Montréal on April 15, 2005
o Cape Breton, New Brunswick, North Bay and Saskatoon on August 31, 2005.
e the collective agreement representing approximately 395 Globe and Mail employees, which expires on July 1, 2005.

On January 21, 2005, the Communications Energy and Paper Workers Union of Canada (CEP) filed a common employer
application between Bell Canada, Bell West, Smiston Communications (Smiston) and GT Group Telecom Services Corporation
(Group Telecom) to represent the craft and services employees of Bell West, Smiston and Group Telecom.

On October 22, 2004, the CTEA filed a common employer application between Bell Canada and Bell West with the Canadian
Industrial Relations Board (CIRB), to represent the clerical and sale employees of Bell West.

Our capital structure

BCE Inc. Securities

The BCE Inc. articles of amalgamation provide for an unlimited number of common shares, an unlimited number of first preferred
shares issuable in series, an unlimited number of second preferred shares also issuable in series and unlimited number of Class B
shares. In addition, BCE Inc. has issued debt securities in the form of notes. This section describes BCE Inc.’s securities, the
ratings that certain rating agencies have attributed to such securities and the trading of such securities on the Toronto Stock
Exchange (TSX).

Debt securities

BCE Inc. has issued long-term debt securities in the form of Series A, B and C Notes, as summarized in the table below.

Debt securities

Weighted-
average

interest rate Maturity $million

Series A, B and C Notes 6.86% 2006-2009 2,000




All Series A, B and C Notes issued by BCE Inc. are unsecured. BCE Inc. has the option to redeem the Series B and C Notes
(in the principal amount of $1.7 billion) at any time.

BCE Inc. has a shelf prospectus providing for the issue of up to $1.0 billion of medium term notes (MTNs). BCE Inc. has not
issued any MTNs under its current shelf prospectus which expires in February 2006.

The indentures governing the Series A, B and C Notes and the MTNs contain certain covenants including, but not limited to, a
negative pledge, and certain events of default including, but not limited to, a cross-default with respect to Bell Canada’s
indebtedness for borrowed money in certain circumstances for as long as BCE Inc. controls Bell Canada. The indenture
governing the Series A, B and C Notes contains, in particular, a provision stating that in the event BCE Inc. disposes of voting
shares of Bell Canada in such a number as to hold, directly or indirectly, less than 75% of the voting rights attaching to the
outstanding voting shares of Bell Canada, unless the Series A, B and C Notes have an approved rating from each of certain rating
agencies on each day of a rating period, BCE Inc. shall have the obligation to make an offer to purchase all of the Series A, B and
C Notes at 100% of their face value together with accrued and unpaid interest to the purchase date.

BCE Inc. may issue notes under its commercial paper program up to the amount of its supporting committed lines of credit. The
total amount of its supporting committed lines of credit was $331 million at December 31, 2004. BCE Inc. had no commercial
paper outstanding at December 31, 2004. BCE Inc. can also issue Class E notes under its commercial paper program. These
notes are not supported by committed lines of credit and may be extended in certain circumstances. BCE Inc. may issue up to
$360 million of Class E notes. BCE Inc. had no Class E notes outstanding at December 31, 2004.

BCE Inc. is in compliance with all conditions and restrictions attaching to the debt securities described above.

Share capital
Preferred shares
BCE Inc.’s articles of amalgamation provide for an unlimited number of First Preferred Shares and Second Preferred Shares. The

terms set out in the articles authorize BCE Inc.’s directors to issue the shares in one or more series and to set the number of
shares and conditions for each series.
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The table below is a summary of the principal terms of BCE Inc.’s First Preferred Shares at December 31, 2004. There were
no Second Preferred Shares issued and outstanding at December 31, 2004. BCE Inc.’s articles of amalgamation describe the
terms and conditions of these shares in detail.

First preferred shares
Stated capital
at
December 31
Number of shares (in $ millions)
Annual
dividend Convertible Redemption Issued and
Series rate into Conversion date Redemption date  price Authorized outstanding 2004 2003
Q floating Series R December 1, 2010 At any time $25.50 8,000,000 - - -
R $1.5435 Series Q December 1, 2005 December 1, 2005 $25.00 8,000,000 8,000,000 200 200
S floating Series T November 1, 2006 At any time $25.50 8,000,000 8,000,000 200 200
T fixed Series S November 1,2011 November 1,2011 $25.00 8,000,000 - - -
Y floating Series Z December 1, 2007 At any time $25.50 10,000,000 1,147,380 29 29
Z $1.3298 Series Y December 1, 2007 December 1, 2007 $25.00 10,000,000 8,852,620 221 221
AA $1.3625 Series AB  September 1, 2007 September 1, 2007 $25.00 20,000,000 20,000,000 510 510
AB floating Series AA  September 1, 2012 At any time $25.50 20,000,000 - - -
AC $1.3850 Series AD March 1, 2008 March 1, 2008 $25.00 20,000,000 20,000,000 510 510
AD floating Series AC  March 1, 2013 At any time $25.50 20,000,000 - - -

1,670 1,670




Voting rights

All of the issued and outstanding preferred shares at December 31, 2004 were non-voting, except under special circumstances,
for example if BCE Inc. failed to make dividend payments, when the holders are entitled to one vote per share.

Entitlement to dividends

Holders of Series R, Z, AA and AC shares are entitled to fixed cumulative quarterly dividends. The dividend rate on these shares
is reset every five years, as set out in BCE Inc.’s articles of amalgamation.

Holders of Series S and Y shares are entitled to floating adjustable cumulative monthly dividends.

If Series Q, AB and AD shares are issued, their holders will be entitled to floating adjustable cumulative monthly dividends.

If Series T shares are issued, their holders will be entitled to fixed cumulative quarterly dividends.

Conversion features

All of the issued and outstanding BCE Inc. preferred shares at December 31, 2004 are convertible at the holder’s option into
another associated series of preferred shares on a one-for-one basis as per the terms set out in BCE Inc.’s articles of
amalgamation.

Redemption features

BCE Inc. may redeem Series R, Z, AA and AC shares on the redemption date and every five years after that date.
If Series T shares are issued, BCE Inc. may redeem them on the redemption date and every five years after that date.
BCE Inc. may redeem Series S and Y shares at any time at $25.50 per share (being a 2% premium to the issue price). If
Series Q, AB and AD shares are issued, BCE Inc. may redeem them at any time.

Liquidation, dissolution or winding up

The first preferred shares of all series rank on a parity with each other and in priority to all other shares of BCE Inc. with respect to
payment of dividends and with respect to distribution of assets in the event of liquidation, dissolution or winding up of BCE Inc.,
whether voluntary or involuntary, or any other distribution of assets for the purpose of winding up its affairs.

The second preferred shares of all series rank on a parity with each other and after the first preferred shares and in priority to
all other shares of BCE Inc. with respect to payment of dividends and with respect to distribution of assets in the event of
liquidation, dissolution or winding up of BCE Inc., whether voluntary or involuntary, or any other distribution of assets for the
purpose of winding up its affairs.

Common shares and Class B shares
BCE Inc.’s articles of amalgamation provide for an unlimited number of voting common shares and non-voting Class B shares.
Each common share entitles its holder to one vote at any meeting of shareholders. The common shares and the Class B shares

rank equally in the payment of dividends and in the distribution of assets if BCE Inc. is liquidated, dissolved or wound up, after
payments due to the holders of preferred shares.
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The table below provides details about the outstanding common shares of BCE Inc. at December 31, 2004. No Class B shares
were outstanding at December 31, 2004 and 2003.

Common shares

2004 2003
Number of Stated Number of
shares capital shares Stated capital
(in
$ millions) (in $ millions)

Outstanding, beginning of year 923,988,818 16,749 915,867,928 16,520
Shares issued:

under employee savings plans - - 4,951,199 145

under dividend reinvestment plan - - 2,807,899 82

under employee stock option plans 1,946,864 32 552,681 9
Shares purchased for cancellation - - (190,889) (7)

Outstanding, end of year 925,935,682 16,781 923,988,818 16,749




There are ownership constraints on BCE Inc.’s common shares. For more details, see The regulatory environment we operate
in — Legislation that governs our business.

Ratings for BCE Inc. securities

Ratings generally address the ability of a company to repay principal and interest or dividends on securities.
BCE Inc.’s securities are rated by the following rating agencies:

e Dominion Bond Rating Service Limited (DBRS)
e Moody'’s Investors Service, Inc. (Moody’s)
e Standard & Poor’s, a division of The McGraw-Hill Companies, Inc. (S&P)
e Fitch Ratings Ltd. (Fitch).
This section describes the credit ratings that BCE Inc. has received for its securities. These ratings provide investors with
an independent measure of credit quality of an issue of securities. Each rating should be evaluated independently.
These credit ratings are not recommendations to purchase, hold or sell any of the securities discussed above, or a comment on
the market price or suitability for a particular investor. There is no assurance that any rating will remain in effect for any given
period of time or that any rating will not be revised or withdrawn in the future by a rating agency.

Commercial paper and extendible commercial notes

The table below shows the range of credit ratings that each rating agency assigns to short-term debt instruments.

Lowest

Highest quality quality

of securities  of securities

rated rated

DBRS R-1 (high) D
Moody’s P-1 P-3
S&P A-1 (high) D

The DBRS short-term debt rating scale indicates DBRS’ assessment of the risk that a borrower will not fulfill its near-term debt
obligation in a timely manner. Every DBRS rating is based on quantitative and qualitative considerations relevant to the borrowing
entity.

An S&P commercial paper rating indicates S&P’s assessment of whether the company can meet the financial commitments of
a specific commercial paper program or other short-term financial instrument, compared to the debt servicing and repayment
capacity of other companies in Canada’s financial markets. Credit ratings are based on current information provided by the issuers
or obtained by S&P from other sources it considers reliable. S&P does not perform an audit when it assigns a credit rating.

Moody’s short-term ratings indicate Moody’s assessment of the ability of issuers to meet short-term financial obligations. It may
assign ratings to issuers, short-term programs or to individual short-term debt instruments. These short-term obligations generally
have an original maturity of 13 months or less, unless stated otherwise.

BCE Inc. has received the following credit ratings for commercial paper and extendible commercial notes.

Short-term

debt credit

rating

DBRS R-1 (low)
Moody’s p-2

S&P A-1 (mid)




The R-1 (low) rating for short-term debt ranks third among the 10 credit ratings given by DBRS, and, according to DBRS,
indicates:

o satisfactory credit quality

e respectable overall strength and outlook for key liquidity, debt and profitability ratios, but not as favourable as higher rating
categories

e any qualifying negative factors that exist are considered manageable, and the company is normally of sufficient size to
have some influence in its industry.

The A-1 (mid) rating ranks second among the eight short-term credit ratings given by S&P and, according to S&P, indicates a
strong capacity to meet its financial commitment on the short-term obligations. Obligations rated A-1(mid) on the commercial
paper rating scale would qualify for a rating of A-1 on S&P’s global short-term rating scale.

The P-2 rating provided for BCE Inc. commercial paper ranks second among the three short-term credit ratings given by
Moody’s and according to Moody’s, indicates a strong ability to repay short-term debt obligations.
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Long-term debt (Senior notes Series A, B and C)

The table below shows the range of ratings that each rating agency assigns to long-term debt instruments.

Highest
quality Lowest quality
of securities of securities

rated rated
DBRS AAA D
Moody’s Aaa C
S&P AAA D
Fitch AAA D

The DBRS long-term debt rating scale indicates the risk that a company may not meet its obligations to pay interest and
principal in a timely manner. Every DBRS rating is based on quantitative and qualitative considerations relevant to the borrowing
entity.

S&P’s credit rating is a current assessment of the creditworthiness of the company in meeting a specific financial obligation, a
specific class of financial obligations, or a specific financial program. It takes into consideration:

o the creditworthiness of guarantors, insurers, or other forms of credit enhancement on the obligation
e the currency that the obligation is denominated in

e current information provided by the company or obtained by S&P from other reliable sources

e unaudited financial information from time to time, as S&P does not perform an audit

e the likelihood of payment—capacity and willingness of the company in meeting its financial commitment on an obligation
according to the terms of the obligation

o the nature of and provisions of the obligation

e the protection afforded by, and relative position of, the obligation in the event of bankruptcy, reorganization, or other
arrangement under the laws of bankruptcy and other laws affecting creditors’ rights.

Moody’s long-term obligation ratings are an assessment of the relative credit risk of fixed-income obligations with an original
maturity of one year or more. They address the possibility that a financial obligation will not be honoured as promised. Such
ratings reflect both the likelihood of default and any financial loss suffered in the event of default.

Fitch’s international long-term credit ratings assess the capacity to meet foreign or local currency commitments. Both foreign
and local currency ratings are internationally comparable assessments. The local currency rating measures the probability of
payment only within the sovereign state’s currency and jurisdiction.

BCE Inc. has received the following credit ratings for the long-term debt it has issued:




Long-term

debt credit

rating

DBRS A
Moody’s Baat
S&P A-
Fitch A-

The DBRS A rating on long-term debt ranks sixth among the 26 long-term debt credit ratings given by DBRS. According to
DBRS, a company with long-term debt rated A by DBRS:

o s satisfactory credit quality
e protection of interest and principal is still substantial, but the degree of strength is less than that of AA.

While A is a respectable rating, companies that fall into this category are considered to be more susceptible to adverse
economic conditions and have greater cyclical tendencies than higher-rated securities.

The A- rating ranks seventh among the 22 long-term debt credit ratings given by S&P. According to S&P, an obligation rated A
is somewhat more susceptible to the adverse effects of changes in circumstances and economic conditions than obligations in
higher-rated categories. However, the company still has a strong capacity to meet its financial commitment on the obligation.

The Baa1l rating ranks eighth among the 21 long-term debt credit ratings given by Moody’s. According to Moody’s, obligations
rated Baa are subject to moderate credit risk. They are considered medium-grade and may have certain speculative
characteristics.

The A- rating ranks seventh among the 24 long-term ratings given by Fitch. According to Fitch, A ratings denote high credit
quality and a low expectation of credit risk. The capacity for timely payment of financial commitments is considered strong. This
capacity may, nevertheless, be more vulnerable to changes in circumstances or in economic conditions than is the case for higher
ratings.

Preferred Shares

The table below describes the range of ratings that each rating agency assigns to preferred share instruments.

Highest Lowest

quality quality

of securities of securities

rated rated

DBRS Pfd-1 (high) D
S&P P-1 (high) D

The DBRS preferred share rating scale indicates their assessment of the risk that a borrower may not be able to meet its full
obligation to pay dividends and principal in a timely manner. Every DBRS rating is based on quantitative and qualitative
considerations relevant to the borrowing entity.

S&P’s preferred share rating is a current assessment of the credit worthiness of a company in meeting a specific preferred
share obligation issued in the market, compared to preferred shares issued by other issuers in the market.

BCE Inc. has received the following ratings for the first preferred shares it issued.

Preferred

share credit

rating

DBRS Pfd-2
S&P P-2 (high)

13 2004 Annual information form  BCE Inc.




The Pfd-2 rating for preferred shares ranks fifth among the 16 preferred share credit ratings given by DBRS. According to
DBRS, a company with preferred shares rated Pfd-2 by DBRS:

e s satisfactory credit quality

e protection of dividends and principal is still substantial, but earnings, balance sheet, and coverage ratios are not as strong
as Pfd-1 rated companies. Generally, companies with Pfd-2 ratings have senior bond srated in the A category.

The P-2 (high) rating ranks fourth among the 18 preferred share credit ratings given by S&P. A P-2 (high) rating on the Canadian
scale is equivalent to a BBB+ rating on the global scale. According to S&P, an obligation rated BBB exhibits adequate protection
parameters. However, adverse economic conditions or changing circumstances are more likely to weaken the company’s ability to
meet its financial commitment on the obligation.

Trading of our Securities

Common and preferred shares of BCE Inc. are traded on the TSX. In addition, BCE Inc.’'s common shares are listed on the New
York Stock Exchange (NYSE) and the SWX Swiss Exchange. The tables below and on the next page show the range in share
price per month and volume traded on the TSX for each class of BCE Inc. securities.

BCE Inc. common shares

Volume
2004 High Low traded
December $29.33 $27.98 38,078,817
November $29.22 $27.15 39,003,863
October $28.65 $27.20 32,534,161
September $28.64 $27.20 40,438,523
August $28.02 $26.80 30,876,533
July $28.00 $25.72 43,927,935
June $27.47 $25.64 43,339,921
May $28.30 $26.39 43,029,353
April $28.86 $26.51 42,365,543
March $29.39 $27.34 58,954,468
February $29.98 $28.36 54,902,306
January $30.28 $28.49 71,498,934
BCE Inc. preferred shares — Series R

Volume
2004 High Low traded
December $26.45 $25.85 129,560
November $26.35 $25.50 160,734
October $26.50 $26.10 62,550
September $26.24 $26.05 123,314
August $26.24 $26.00 342,326
July $26.35 $25.76 675,660
June $26.38 $26.01 42,442
May $27.00 $26.00 442,086
April $27.00 $26.22 527,668
March $27.00 $26.55 86,810
February $27.12 $26.60 74,155
January $27.11 $26.25 542,102
BCE Inc. Preferred shares — Series S

Volume
2004 High Low traded
December $25.53 $24.80 171,504
November $25.15 $24.76 502,032
October $25.00 $24.75 222,724
September $25.00 $24.55 256,451

August $25.00 $24.55 119,881



July $25.50 $24.60 48,456
June $25.20 $24.71 96,518
May $25.55 $24.95 101,558
April $25.48 $24.80 78,291
March $25.34 $24.75 122,817
February $25.45 $25.01 150,295
January $25.70 $25.00 151,366
BCE Inc. Preferred shares — Series Y

Volume
2004 High Low traded
December $25.25 $24.85 1,405
November $25.25 $24.43 7,100
October $25.00 $24.27 23,260
September $25.35 $24.60 17,580
August $26.00 $24.65 4,250
July $25.69 $24.52 8,075
June $25.50 $24.76 55,850
May $25.80 $24.87 25,417
April $25.50 $25.00 7,200
March $25.55 $25.00 16,600
February $26.00 $25.20 60,760
January $25.45 $25.02 6,230
BCE Inc. Preferred shares — Series Z

Volume
2004 High Low traded
December $27.15 $26.45 597,730
November $27.15 $26.51 373,967
October $27.19 $26.65 34,139
September $27.15 $26.55 406,071
August $26.85 $26.50 663,166
July $26.89 $26.00 108,244
June $26.64 $26.00 150,334
May $26.70 $25.95 969,709
April $27.30 $26.00 177,069
March $27.70 $26.65 159,892
February $27.75 $27.00 42,244
January $27.49 $26.65 256,691

14 2004 Annual information form  BCE Inc.

BCE Inc. Preferred shares — Series AA

Volume
2004 High Low traded
December $27.25 $26.75 136,094
November $27.10 $26.55 242,880
October $27.00 $26.65 83,330
September $27.00 $26.65 348,885
August $26.80 $26.45 492,111
July $26.74 $26.00 221,942



June $27.58 $25.65 137,176

May $26.64 $25.80 274,923
April $27.40 $26.40 576,896
March $27.70 $26.32 415,501
February $27.15 $26.60 204,475
January $27.29 $26.69 248,144

BCE Inc. Preferred shares — Series AC

Volume
2004 High Low Traded
December $27.49 $26.75 251,020
November $27.45 $26.65 246,365
October $27.19 $26.60 220,173
September $27.40 $26.60 127,510
August $27.00 $26.60 54,730
July $26.80 $26.17 44,114
June $26.60 $26.00 114,543
May $26.55 $26.00 83,340
April $27.45 $26.25 150,695
March $27.99 $27.00 404,875
February $27.59 $26.71 210,755
January $27.40 $26.60 142,042

Our dividend policy

On December 15, 2004, we announced a 10% or $0.12 per share increase in our annual dividend on BCE Inc. common shares.

Subject to being declared by the board of directors, we pay quarterly dividends on common shares at a rate of $1.32 per year,
according to the current dividend policy approved by the board of directors in December 2004.

Subject to being declared by the board of directors, BCE Inc. pays dividends on its preferred shares every quarter, except for
dividends on Series S and Series Y preferred shares, which BCE Inc. pays monthly.

The board of directors regularly reviews BCE Inc.’s dividend policy against our actual operating and financial performance and
performance we anticipate in the future.

The table below shows the amount of cash dividends declared per share of each class of BCE Inc. shares for 2002, 2003
and 2004.

2004 2003 2002
Common $1.20 $1.20 $1.20
Preferred Shares
- Series P - $1.40 $1.40
- Series R $1.5435 $1.5435 $1.5435
- Series S $0.66022 $1.02094 $1.05137
- Series U - - $1.385
- Series Y $0.66267 $0.94637 $1.01625
- Series Z $1.3298 $1.3298 $0.33245
- Series AA $1.3625 $1.3625 $1.3625

- Series AC $1.385 $1.385 -




ABOUT OUR BUSINESSES

We report Bell Canada’s results of operations in four segments. Each reflects a distinct customer group: Consumer, Business,
Aliant, and Other Bell Canada. All of our other activities are reported in the Other BCE segment. This section describes our
products and services and competitors for each of our businesses.

Bell Canada

Bell Canada is Canada’s leading provider of wireline and wireless communications services, Internet access, data services and
video services to residential and business customers. Bell Canada’s major lines of business, which include our Consumer,
Business, Aliant and Other Bell Canada segments, are described below.

Some of Bell Canada’s revenues vary slightly by season. For example, Business segment revenues tend to be higher in the
fourth quarter because of higher levels of voice and data equipment sales. The Aliant segment wireless revenues tend to peak in
the third quarter due to increased air-time, long distance and roaming during summer vacations. Other revenues of the Aliant
segment, such as directory and IT service and fulfillment revenues, also experience seasonality. Our operating income can also
vary slightly by season. For example, Consumer segment operating income tends to be lower in the fourth quarter due to the
higher acquisition costs related to higher subscriber gains in the holiday season.

Products and services
Local and access services

Bell Canada operates an extensive local access network that provides local telephone services to:
e residential customers mainly in Québec and Ontario through our Consumer segment
e business customers in Ontario, Québec and Western Canada through our Business segment
e Atlantic Canada through our Aliant segment

e Less populated areas of Québec, Ontario and Canada’s northern territories through Télébec, NorthernTel and Northwestel,
which form part of our Other Bell Canada segment

e Competitors who resell these services.

15 2004 Annual information form  BCE Inc.

The 12.9 million local telephone lines, or network access services (NAS), we provide for our customers are key in establishing
customer relationships and are the foundation for the other products and services we offer.
Local telephone service is the main source of local and access revenues. Other sources of local and access revenues include:

e value-added services, such as call display, call waiting and voicemail

e services provided to competitors accessing our local network

e connections to and from our local telephone service customers for competing long distance companies
e subsidies from the National Contribution Fund to support local service in high-cost areas.

Rates for local telephone and value-added services in our incumbent territories are regulated by the Canadian Radio-television
and Telecommunications Commission (CRTC).

The local telephone services market became more competitive in 2004 when several companies launched voice over Internet
protocol (VoIP) services. In 2004, we launched our own VolP service for Enterprise customers and are currently conducting trials
of a version for residential customers. Several major cable companies recently entered, or announced their intention to enter, the
local telephone services market in 2005 with VolP offerings of their own.

Long distance services

We supply long distance voice services to business and residential customers. We also receive settlement payments from other
carriers for completing their customers’ long distance calls in our territory. Long distance services are provided through the same
segments as local and access services.

Prices for long distance services have been declining since this market was opened to competition. In 2004, the long distance
services market became more competitive with the emergence of non-traditional suppliers (i.e., prepaid card, dial-around and
VolP providers).



Wireless services

We offer a full range of wireless communications services to business and residential customers, including cellular, personal
communications services (PCS) and paging. Wireless services are provided through the same segments as local and access
services. PCS customers can get wireless access to the Internet through our Mobile Browser service or send text messages. We
also provide value-added services, such as call display and voicemail, and roaming services with other wireless service providers.
Customers can choose to pay for their cellular and PCS services through a monthly rate plan (postpaid) or in advance (prepaid).
At the end of 2004, we had more than 5.3 million cellular, PCS and paging customers.

The wireless division of each of our incumbent telephone companies provides wireless communications in its home territory,
except for Bell Mobility, which provides these services in its home territory as well as Alberta and British Columbia.

Our wireless network provides voice services and data services at typical transmission speeds of approximately 120 Kbps. At
the end of 2004, our wireless network covered:

e 95% of the population in Ontario and Québec, which is equivalent to our analogue coverage in this region
e 88% of the population in Atlantic Canada
e Calgary, Edmonton and Vancouver in Western Canada.

In December 2004, we announced we were in trials for Canada’s first EVDO network, which will provide wireless broadband
speeds up to six times faster than data speeds available today. We expect to deploy EVDO in major urban centres across Canada
in 2005 and 2006.

We also announced a joint venture with the Virgin Group to offer wireless services to the key youth market under the dynamic
Virgin brand. See Business Highlights for more details.

Data services

High-speed Internet access service provided through digital subscriber line (DSL) technology for residential and SMB customers
is a growth area for Bell Canada. Data services are provided through the same segments as local and access services, with the
Consumer segment offering internet access to our residential customers. At the end of 2004, we had over 1.8 million high-speed
Internet customers.

We expanded our DSL footprint in Ontario and Québec to 83% of homes and business lines passed at the end of 2004,
compared to 80% at the end of 2003. This was partly due to the deployment of new high-speed remotes that began in April 2004.
In Atlantic Canada, DSL was available to 72% of homes and 79% of businesses at the end of 2004, compared to 65% and 75%,
respectively, at the end of 2003.

During 2004, we upgraded our Sympatico DSL services by increasing our High Speed Edition to up to 3 Mbps from 1.5
Mbps and our Ultra service from 3 Mbps to up to 4 Mbps.

We offer a full range of data services to business customers, including Internet access, IP-based services, VAS and equipment
sales. While we still offer legacy data services such as frame relay and ATM, we began the process of discontinuing legacy data
services by announcing in 2004 that we would not sell several of these services to customers who do not use them currently.

Video services

We are Canada’s largest digital television provider, broadcasting nationally more than 400 video and CD-quality audio channels,
including up to 25 high definition channels and unique interactive television services. Video services are provided through our
Consumer segment. At the end of 2004, we provided video services to more than 1.5 million customers. We currently distribute
our video services to customers in one of two ways:

o direct-to-home (DTH) satellite: we have been offering DTH video services nationally since 1997. We use three satellites,
Nimig 1, Nimiq 2,and Nimiq 3. We added Nimiqg 3 in 2004 to improve signal strength and reliability while increasing
capacity.

e VDSL: In 2003, we began expanding our reach to the Toronto MDU market through the use of VDSL. The MDU market
represents approximately 40% of all households in Toronto. In 2004, we increased our penetration of the Toronto MDU
market and also began deploying VDSL in the MDU markets in Montréal and Ottawa.

In the future, we plan to also provide an IPTV service terrestrially to urban households in the Québec City to Windsor corridor.
In 2004, we received CRTC approval of our broadcast licence application to deliver
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video services terrestrially to SFUs. We plan to conduct trials of our IPTV service in 2005.
Signal piracy continues to be a major issue facing all segments of the Canadian broadcasting industry. During the year, we
intensified our ongoing efforts against television signal theft with several new initiatives. These included:

e initiating a smart card swap on a phased-in basis for its authorized digital receivers which is expected to be completed by
late 2005



e an electronic countermeasure program that transmits electronic signals to disable set top boxes with illegal cards

e the use of new sophisticated set top box tracking systems and implementation of specific point-of-sale practices, such as
obtaining customer photo identification and credit card information, and requiring customers to pre-register online, to ensure
that set top boxes are being used by legitimate subscribers

e aggressive measures to investigate and initiate legal action against persons engaged in the manufacture, sale and
distribution of signal theft technology

e implementation of policies with authorized retailers to combat piracy including a zero tolerance policy for activities related to
signal theft.

Terminal Sales and Other
This category includes revenues from a number of other sources, including:
e renting, selling and maintaining business terminal equipment
o wireless handset and video set top box sales
e network installation for third parties
e [T services provided by Aliant.
Terminal sales and other revenues are derived by the segments that form Bell Canada.
Wholesale business

The Wholesale business that forms part of our Other Bell Canada segment provides local telephone, long distance, wireless, data
and other services to customers who in many cases are also Bell Canada’s competitors. These wholesale customers, who are
located principally in Ontario and Québec and may also be in Western Canada and the United States, resell these services or use
them in combination with their own network capabilities.

Marketing and distribution channels
The Consumer segment delivers its products and services through:

e over 9,000 call centre service representatives

e 380 Bell World/Espace Bell and Bell Mobility retail locations, of which 140 are corporately owned stores with dealers
owning the rest

e over 2,400 retail points of presence through both national retailers such as Future Shop, Best Buy, Radio Shack, Wireless
Wave (wireless only) and regional retailers in both the West such as London Drugs and Visions and in Québec such as
Audiotronics/Dumoulin

e the bell.ca website.

Customers can buy our full range of products through the call centres, retail stores, sales representatives and our web portals.

The Consumer segment’s large wireline customer base and its ability to cross-sell through a variety of distribution channels are
key competitive advantages. Cross-selling provides value for our customers, which increases the amount they spend with us. It
also allows us to simplify our product offering and to compete aggressively. Our ability to cross-sell enhances revenue per
customer, reduces churn and improves productivity.

We will continue to focus on cross-selling and bundling our products and services, including Internet access, wireless and DTH
satellite television, to residential customers. See Our Objectives and Strategy for more information on bundling of our products and
services.

Bundles provide customers with value for consolidating all their services with Bell Canada. Currently the value is provided
through discounts. However, this is evolving to include product cross functionality that will only be available with a bundle and
which enhances the customer’s experience. Customers also get the convenience of One Bill for their Bell ExpressVu and
Sympatico Internet access services as well as a single point of contact for service. We expect to include wireless services in our
single bill during 2005.

Communications products and services for Bell Canada’s SMB customers are delivered by Bell Canada’s SMB group. They are
sold through web portals, call centres and dedicated sales representatives. We will continue to focus on increasing the number of
products per customer in this market by cross-selling Internet access, wireless, gateways, conferencing, and network architecture
and consulting services. We will also continue to simplify our processes and the overall experience for our customers.

Communications products and services for Bell Canada’s large Enterprise customers are delivered by Bell Canada’s Enterprise
group. They are sold through our web portals, call centres, dedicated sales representatives, as well as through competitive bids
that we win. In addition to basic communications services, the Enterprise group bundles products, services and professional
services into fully managed, end-to-end, network-based business solutions for its customers. It also partners with third parties to
bid on and sell complex business solutions. We are focusing on increasing the number of customers that buy business solutions.
These offer more value, strengthen relationships with customers and help reduce churn.

Aliant sells its telecommunications products and services through approximately 1,500 call centre representatives,
approximately 250 independent dealer stores, 51 stores through its acquisition of DownEast Ltd. and the aliant.net website. Aliant



facilitates customer payments through over 250 payment agencies. During 2004, Aliant made process improvements to simplify
and speed-up various types of customer interactions and introduced online ordering on its website.

Communications products and services for Bell Canada’s Wholesale business are delivered by Bell Canada’s Carrier Services
Group. They are sold through our dedicated sales representatives, web portals and call centres.

Networks
The telecommunications industry continues to evolve rapidly as the industry moves from multiple service-specific networks to IP-
based integrated communications networks where text, video, sound and voice all travel on a single network. Bell Canada and

Aliant are working with Nortel Networks Corporation (Nortel Networks), to establish a national multi-service IP-enabled network.
See Our objectives and strategy for more information related to our IP strategy. See Business Highlights — 2003
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Highlights for more information related to agreements with Nortel Networks and Cisco Systems Canada in relation with our IP
networks.

Bell Canada’s communications networks provide voice, data, wire-line and wireless services to customers across Canada and
in limited areas of the United States.

Bell Canada’s infrastructure includes:

e national transport for voice and data, including Internet traffic
e urban and rural infrastructures for delivering services to customers
e national wireless networks that provide voice and data services

e satellite and VDSL delivery of video services to customers.

The national voice and data network consists of more than 11,500 route miles of optical fibre, which is configured as multiple
rings for redundancy and fault protection. It reaches all major metropolitan centres and many smaller ones in Canada, as well as
New York, Chicago, Washington, Atlanta, Dallas, Los Angeles, San Francisco and Seattle in the United States, at a speed of 10
gigabits per second.

Bell Canada’s networks in major Canadian cities provide state-of-the-art high-speed access at gigabit speeds based on IP
technology, while continuing to be a key provider of traditional voice and data services. The national data network has more than
750 gigabits per second of capacity and transports more than 150 gigabits per second of Internet traffic to Canadian customers
every day.

In total, Bell Canada’s wireless infrastructure covered 95% of Ontario’s and Québec’s population at December 31, 2004.

Bell Canada’s wireless network also covers major cities in the provinces of Alberta and British Columbia. In 2002, Bell Canada
launched state-of-the-art 1xRTT technology that allows customers to send data at speeds of up to 163.2 kilobits per second.

To reach high value business customers, Bell Canada has installed more than 520,000 strand miles of optical fibre in most
cities in Ontario, Québec and the Atlantic provinces, and in Vancouver, Victoria, Edmonton and Calgary, as well as virtually every
municipality in Alberta on the Government of Alberta Super Net project. This optical fibre also carries Internet traffic to and from
high speed customers.

Bell Canada has extensive copper and voice-switching networks that provide local and interexchange voice services to all of its
business and residential customers in Ontario, Québec and the Atlantic provinces.

Aliant’s network provides voice, data, wireline and wireless services to customers throughout Atlantic Canada.

Aliant is collaborating with customers through the launch of VolP demonstration centres in 2004, the launch of an Atlantic
Canadian based SMB Innovation Centre in collaboration with Bell Canada in the first quarter of 2005 and a fibre-to-the-home trial
project launched in January 2005.

In 2004, Aliant doubled the speed of its IXRTT network and expanded its coverage to mirror its digital wireless network. As at
December 31, 2004, approximately 88% of Atlantic Canada’s population had access to Aliant’s digital wireless voice and data
network.

Aliant also expanded its high-speed Internet service to pass 72% of homes and 79% of businesses in Atlantic Canada as at
December 31, 2004.

Competition

Since the local services market was opened to competition in 1998, almost all of the markets that Bell Canada operates in are
competitive. We face intense competition from traditional competitors, as well as from new entrants to the markets in which we
operate. We compete not only with other telecommunications and television service providers, but also with other businesses and
industries. These include cable, software and Internet companies, a variety of companies that offer network services, such as
providers of business information systems, system integrators, and other companies that deal with, or have access to, customers
through various communications networks.

Competition in Atlantic Canada is intense. Virtually every aspect of Aliant’s business is subject to competition. Competitive
factors are similar to those identified in our Consumer and Business segments. Competition includes not only Bell Canada’s major
national competitors but also competitive activity and competitors unique to Atlantic Canada, such as Eastlink Communications
(Eastlink), especially for local service.

Atlantic Canada is the only market in Canada where residential local service is more competitive than business. The CRTC
recognizes that the two most competitive local residential markets in Canada are in Atlantic Canada. Competition continues to



increase as the largest competitive local exchange carrier in Atlantic Canada continues to expand into new areas in Nova Scotia,
Prince Edward Island and parts of New Brunswick and partners with a wireless provider to add cellular service as an option in its
bundled offerings which already consist of local, long distance, Internet and cable television. In addition, a long distance
competitor has begun offering local service, using both traditional wireline and VolIP in Aliant’s largest urban market, Halifax. As
technology advances, competition for local service is expected to continue to grow as VolP becomes more widely accepted in the
market.

The CRTC regulates the prices we can charge for basic access services. See The regulatory environment we operate in for
more information.

Technology substitution, and VolP in particular, has reduced barriers to entry in the industry. This has allowed competitors with
far lower investments in financial, marketing, personnel and technological resources to rapidly launch new products and services
and gain market share. Certain VolP technology implementations do not require service providers to own or rent physical
networks, which gives other competitors increased access to this market.

Contracts for long distance services to large business customers are very competitive. Customers may choose to switch to
competitors that offer lower prices to gain market share and that are less concerned about the quality of service or impact on their
earnings.

Wireline
Our main competitors in local and access services are:
o Allstream (a division of MTS Allstream Inc.)
e Call-Net
e Telus Corporation (Telus)
e Eastlink, in the Maritime Provinces

e Futureway Communications Inc. (Futureway), in the greater Toronto area.

18 2004 Annual information form  BCE Inc.

Competition in the long distance services market has been based primarily on price, which has led to flat-rate pricing in the
residential market. We experience significant competition in the provision of long distance service from dial-around providers,
prepaid card providers, VolP service providers and others, and from traditional competitors such as inter-exchange carriers and
resellers. We also face increasing cross-platform competition as customers replace traditional services with new technologies. For
example, our wireline business competes with VolP, wireless and Internet services, including chat services, instant messaging
and e-mail. We also expect to face competitive pressure from cable companies as they implement voice services over their
networks and from other emerging competitors such as electrical utilities.

These alternative technologies, products and services are now making significant inroads in our legacy services, which typically
represent our higher margin business.

Our major competitors in long distance are:

e Telus

e Allstream

e Call-Net

e prepaid long distance providers, such as Group of Goldline

e Primus Telecommunications Canada Inc. (Primus)

e dial-around providers, such as Yak and Looney Call, which are divisions of YAK Communications (Canada) Inc.
e Eastlink, in the Maritime provinces.

Wireless

The Canadian wireless telecommunications industry is highly competitive. We compete directly with other wireless service
providers that aggressively introduce, price and market their products and services, and with wireline service providers. We expect
competition to intensify as new technologies, products and services are developed.

Bell Mobility competes for cellular and PCS customers, dealers and retail distribution outlets directly with:

e Rogers Wireless Inc. (including the recently acquired Microcell Telecommunications Inc. (Fido))



o Telus Mobility (a business unit of Telus)

Competition for subscribers to wireless services is based on price, services and enhancements, technical quality of the cellular
and PCS system, customer service, distribution, coverage and capacity.

Data

Bell Canada faces intense competitive pressure in the data services market. Cable companies and independent Internet service
providers (ISPs) have increased competition in the broadband and Internet access services business. In particular, competition
from cable companies has focused on increased bandwidth and discounted pricing on bundles. Competition has led to pricing for
Internet access in Canada that is among the lowest in the world.

In addition, service providers that are funded by regional electrical utilities may continue to develop and market services that
compete directly with Bell Canada’s Internet access and broadband services. Developments in wireless broadband services may
also result in increased competition in certain geographic areas.

In the high-speed Internet access services market, the Consumer segment competes with large cable companies, such as:

e Rogers Cable Inc. (Rogers)

e Le Groupe Vidéotron Ltée (Vidéotron)

e Cogeco Cable Inc. (Cogeco)

e Eastlink, in the Maritime provinces.

In the dial-up market, the Consumer segment competes with America Online, Inc., Primus and more than 900 ISPs.

Video

Competition for subscribers is based on the number and kinds of channels offered, quality of the signal, set top box features,
availability of service in the region, price and customer service. Bell ExpressVu competes directly with Star Choice Television
Network Inc., another DTH satellite television provider, and with cable companies across Canada. These cable companies have
upgraded their networks, operational systems and services, which could improve their competitiveness.

Bell Canada offers video services through DTH satellite and VDSL. It has also received a licence to offer video on a wireline
basis. See The regulatory environment we operate in for more information on Bell Canada’s licence.

Bell ExpressVu continues to face competition from unregulated U.S. DTH satellite television services that are illegally sold in
Canada. Bell ExpressVu’s competitors also include Canadian cable television providers, such as:

e Rogers

e Shaw Communications Inc.

e Vidéotron

e Cogeco

e Eastlink, in the Maritime provinces.

Wholesale

Our Wholesale business’ main competitors include traditional carriers and emerging carriers. Traditional, facilities-based
competitors include Allstream, Telus and Call-Net who may wholesale some or all of the same products and services as

Bell Canada. Emerging competitors include utility-based telecommunications providers, cable operators and US-based carriers for
certain services.

Competitive activity for tariffed services (e.g. Centrex and digital private line services) is moderate, with facilities-based carriers
providing the primary threat in regulated voice and data access products. Competition is greatest in the unregulated areas,
especially for toll minutes and forborne data services. For example, in the data market for private line, frame and ATM products,
we face continued price pressure as well as the ongoing threat of customers evolving to IP-based services. Our resale DSL
market, however, continues to grow. The recent growth of end-user technologies such as VolP is also expected to increase
pressure on some legacy product lines.

Other BCE Segment

The Other BCE segment includes our other media, satellite and IT activities. This segment includes Bell Globemedia, Telesat and
Cal.
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Revenues for the Other BCE segment tend to be highest in the fourth quarter and lowest in the third quarter because of



seasonal patterns in advertising spending in the fall and summer respectively.
Bell Globemedia

Bell Globemedia provides information and entertainment services to Canadian customers and access to distinctive Canadian
content. It includes CTV, Canada’s leading private broadcaster, and The Globe and Mail, Canada’s leading national newspaper.
Bell Globemedia’s revenues mainly come from selling advertising through its TV and print businesses. Revenues also come
from subscriptions to The Globe and Mail's newspaper and online businesses, and subscription fees that cable and DTH satellite
television companies pay for carrying Bell Globemedia’s specialty TV channels, such as TSN, RDS and Discovery Channel.
See The regulatory environment we operate in — Broadcasting Act for information about regulations that affect
Bell Globemedia.

CTvV

CTV is Canada’s leader in conventional and specialty television. It operates the CTV Television Network, a private English-
language national television network that reaches almost all English-speaking Canadians.

CTV has ownership interests in and/or manages several analogue and digital specialty television channels in Canada. These
include CTV News-net, The Comedy Network, Outdoor Life Network, Talk TV, ROB TV and CTV Travel. Through its approximate
70.1% economic interest in CTV Specialty Television Inc., CTV has ownership interests in and/or manages the specialty television
channels, TSN, RDS and Discovery Channel, and a number of digital specialty television channels, which include ESPN Classic
Canada, Animal Planet, Discovery Civilization Channel and the NHL Network, as well as RIS Info Sports which was launched in
October 2004. CTV also produces and distributes television programs.

The Globe and Mail

Founded in 1844, The Globe and Mail is Canada’s National Newspaper. It circulates an English-language edition six days a week
in every province and territory. Globeandmail.com provides around the clock news coverage. For the 12 months ended
September 30, 2004, total circulation was 316,438 copies a day, Monday to Friday, and 394,260 copies on Saturday. This was
27% higher on weekdays and 46% higher on Saturdays than its main competitor, the National Post. Total readership can exceed
one million people a day.

Competition

While CTV’s broadcast operations have a significant market share in their broadcast areas, they face substantial competition for
viewers and advertising revenues from CanWest Global Communications Corp. (CanWest), CHUM Limited, Alliance Atlantis
Communications Inc., Corus Entertainment Inc., Canadian Broadcasting Corporation and other companies, including owners of
specialty channels.

The Globe and Mail competes with a broad range of print media for circulation and advertising revenues. Competition has
intensified since the National Post was launched in 1998 and several commuter papers were launched in the past few years in the
key Toronto market. The Globe and Mail also competes for readers and advertisers with The Toronto Star, which is owned by
Torstar Inc., Québecor Inc.’s Sun Media newspaper chain and CanWest's many local daily newspapers across Canada.

Telesat

In 1972, Telesat launched the world’s first commercial domestic geo-stationary satellite system, established to provide satellite-
based telecommunications services for Canada. Today, Telesat provides a wide variety of video and two-way data services as
well as various consulting services dealing with all aspects of the satellite business.

It owns and operates five satellites, and leases a sixth satellite. These satellites provide broadcast distribution and
telecommunication services to customers in North America and South America. Three of these satellites, Nimig 1, Nimiq 2 and
Nimiqg 3, provide capacity and back-up capability for Bell ExpressVu’s DTH satellite television services. Telesat also has two
satellites under construction, which are expected to be launched in 2005 and 2006.

cal

Founded in 1976, CGI now ranks among the largest independent IT and business process services firms in North America. CGl
has consistently achieved profitable growth through a balance of organic growth and acquisitions. CGl currently employs
approximately 25,000 professionals and has offices in Canada, the United States, Europe and Asia Pacific, as well as centers of
excellence in India, the US, Canada and Europe. CGl combines global scale and scope with a strong local presence in all of its
geographic markets, enabling it to build strong client partnerships. At December 31, 2004, BCE Inc. owned 28.9% of CGl.

CGil focuses on five market segments consisting of industries that make strategic use of IT to enhance their competitive
position: financial services, manufacturing, retail and distribution, governments and health-care, and utilities and
telecommunications.

CGl is a publicly traded company. Its Class A shares are listed on the TSX and the NYSE.

In 2004, 62% of CGI’s total revenue was from long-term outsourcing contracts. Approximately 47% of this was from IT services
and 15% was from business process services. 38% of its total revenue was from systems integration and consulting projects.

See Business highlights — 2003 highlights — Agreements with CGI for more information.

Discontinued operations
In the past two years, we have disposed of or approved formal plans for disposing of a number of our businesses. These include:

e Aliant’s emerging business segment. Its assets were sold in 2003

o Aliant’'s remote communications segment, which consisted mainly of Aliant’s investment in Stratos Global Corporation
(Stratos). Stratos was sold in December 2003.



e Emergis’ US Health operations, which were sold in March 2004
e Emergis, which was sold in May 2004.

All of these business dispositions were treated as discontinued operations.
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In treating business dispositions as discontinued operations, we restated the financial results of all previous years to exclude
the results of these businesses.

OUR POLICY ON THE ENVIRONMENT
On November 2, 2004, BCE Inc. adopted an environmental policy that affirms:

e our commitment to environmental protection

e our belief that environmental protection is an integral part of doing business, and needs to be managed systematically
under a continuous improvement process.

The policy contains principles that support our commitment, varying from exercising due diligence to meet or exceed the
environmental legislation that applies to us, to preventing pollution and promoting cost-effective initiatives that minimize resources
and waste.

We have instructed subsidiaries subject to this policy to support these principles, and have established a management-level
committee to oversee the implementation of the policy.

Bell Canada monitors its operations to ensure that it complies with environmental requirements and standards, and takes action
to prevent and correct problems, when needed. It has had an environmental management and review system in place since 1993,
that:

e provides early warning of potential problems

e identifies management and cost saving opportunities

e establishes a course of action

e ensures ongoing improvement through regular monitoring and reporting.

One of its key tools is the corporate environmental action plan, which outlines the environmental activities of Bell Canada’s various
business units. The plan identifies funding requirements, accountabilities and deliverables, and monitors Bell Canada’s progress in
meeting its objectives. As of December 31, 2004, Bell Canada has integrated the following entities into its corporate environmental
action plan: Bell Canada, Bell Mobility, Bell ExpressVu, Bell West, BCE Nexxia Corp., Expertech, Télébec, NorthernTel,
Northwestel and Telesat.

For the year ended December 31, 2004, Bell Canada spent $12.8 million on environmental activities. 73% of this was for
expenses and 27% was for capital expenditures. For 2005, Bell Canada has budgeted $14.7 million (73% for expenses and 27%
for capital expenditures) to ensure that its environmental policy is applied properly and its environmental risks are minimized.

In addition to its extensive environmental management system, Bell Canada is an active member of the Global e-Sustainability
Initiative (GeSl), an international organization that promotes sustainable development in the information and communications
technology (ICT) industry. Partners of the GeSl| acknowledge the need for the ICT industry to take a leadership role in:

e better understanding the impact and opportunities offered by its evolving technology in a fast growing information society

e providing individuals, businesses and institutions with sustainable solutions to the challenges they face in attempting to
maintain a balance between economy, ecology and society.

Aliant has established environmental processes that are similar to Bell Canada’s. In 2005, it is anticipated that Bell Canada will
be integrating Aliant into its Environmental Management and Review System.

Bell Globemedia monitors its operations to ensure that it complies with environmental requirements and standards. Its business
units have established environmental practices, which they follow, and have measures in place to manage environmental risks
and to correct problems, when needed.

We are committed to supporting sustainable development by integrating our business activities with environmental, social and
economic responsibilities, minimizing, where we can, any negative impact these activities may generate. In support of these
principles, in 2004 we produced our first Corporate Social Responsibility Report using the Global Reporting Initiative guidelines.

BUSINESS HIGHLIGHTS

This section describes significant events in the past three years that have influenced our business.



2004 highlights
Key acquisitions and dispositions
Sale of interest in Yellow Pages Group

On February 10, 2004, Bell Canada exchanged its 3.24% indirect interest in YPG LP and YPG General Partner Inc. (Yellow Pages
Group) for units of the Yellow Pages Income Fund. On July 21, 2004, Bell Canada sold its remaining interest in the Yellow Pages
Income Fund for net cash proceeds of $123 million.

Virgin Mobile

On March 30, 2004, Bell Canada and The Virgin Group announced plans to launch mobile voice and data services in Canada
through a jointly-owned entity, Virgin Mobile Canada.

The new entity will focus on introducing Virgin’s unique style of wireless communications services and handsets to younger
Canadian consumers under the Virgin Mobile brand. Virgin Mobile Canada launched its services through a national rollout using
our 1X digital wireless network on March 1, 2005.

Acquisition of American Management Systems Incorporated (AMS) by CGI
On May 3, 2004, CGI completed the acquisition of AMS. AMS is a business and technology consulting firm to government and to
the healthcare, financial services and telecommunications industries. CGl acquired AMS’ business with associated revenue of

more than $900 million for a net cash consideration of $584 million. Our 28.9% proportionate share of the cash paid for CGl's
acquisition of AMS was $171 million.
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Sale of interest in Manitoba Telecom Services

On May 20, 2004, Bell Canada filed a lawsuit against MTS after MTS announced it would purchase Allstream. Bell Canada sought
damages and an injunction that would prevent MTS from breaching the terms and conditions of the commercial agreements it had
with Bell Canada. On June 3, 2004, Bell Canada also filed a lawsuit against Allstream seeking damages related to the same
announcement.

On June 30, 2004, BCE Inc. reached an agreement with MTS to settle the lawsuits. The terms of the settlement included:

e apayment of $75 million by MTS to Bell Canada received on August 3, 2004 for unwinding various commercial agreements

o the removal of contractual competitive restrictions to allow Bell Canada and MTS to compete freely with each other,
effective June 30, 2004

o the orderly disposition of our interest in MTS. Our voting rights in MTS were waived after receiving the $75 million payment.

e apremium payment to us by MTS if there is a change of control of MTS before 2006 and if there is an appreciation in MTS’
share price from the time of our divestiture to the time of any takeover transaction.

On August 1, 2004, the MTS shares held by Bell Canada were transferred to BCE Inc. In late September, BCE Inc. disposed of
its 15.96% non-strategic interest in MTS. Total net cash proceeds from this transaction were $584 million.

Acquisition of Infostream
On May 21, 2004, Bell Canada acquired 100% of the outstanding shares of Infostream, a systems and storage technology firm.
Purchase of Canadian operations of 360networks

On May 26, 2004, Bell Canada announced an agreement to purchase the Canadian operations of Vancouver-based 360networks,
a telecommunications service provider, for $293 million (including acquisition costs) in cash. The transaction was completed on
November 19, 2004. The purchase included the shares of 360networks’ subsidiary, Group Telecom, and certain related
interconnected U.S. network assets. Following the purchase, Bell Canada sold the retail customer operations in Central and
Eastern Canada to Call-Net. For a share of the revenues, Bell Canada now provides to Call-Net network facilities and other
operations and support services so Call-Net can service its new customer base.

This transaction gave Bell Canada an extensive fibre network that includes leading-edge local facilities in Vancouver, Victoria,
Calgary, Edmonton and other cities in Western Canada. Bell Canada also gained access to almost 200 office buildings in Western
Canada.

Acquisition of Emergis’ Security business

In June 2004, Bell Canada acquired Emergis’ security business. This business provides organizations with the security
infrastructure for their electronic service delivery needs to help ensure data is secure and viewed only by the appropriate



individuals.

Sale of Emergis interest

On June 16, 2004, BCE Inc. completed the sale of its 63.9% interest in Emergis for net cash proceeds of $315 million.
Emergis was presented previously as a separate segment.

Acaquisition of full ownership of Bell West

On August 3, 2004, Bell Canada assumed 100% ownership of Bell West by purchasing the 40% interest held by MTS for $646
million.

Acquisition of Nexxlink

On December 9, 2004, Bell Canada announced that it intended to offer to acquire all of the outstanding shares of Nexxlink, a
provider of integrated IT solutions, at a price of $6.05 per share. As of February 21, 2005, Bell Canada had bought 89% of all the
outstanding shares of Nexxlink for $59 million in cash. Bell Canada intends to buy the remaining shares in a subsequent
transaction by way of amalgamation, which is expected to be approved at a shareholders’ meeting on April 7, 2005.

Acquisition of Entourage Solutions Technologiques Inc. (Entourage)

On February 22, 2005, Bell Canada announced that it had reached an agreement to purchase 57% of Entourage and manage its
front-line residential installation and repair services in Ontario and Québec. Bell Canada currently owns 33% of Entourage and
intends to acquire the remaining 10% interest. Entourage would then become a wholly-owned subsidiary of Bell Canada.

Alliance with Clearwire Corporation (Clearwire)

On March 8, 2005, Bell Canada announced an alliance with Clearwire, a privately held company led by Mr. Craig O. McCaw,
through which Bell Canada will become Clearwire’s exclusive strategic partner for VolP and certain other value-added IP services
and applications in the United States. Bell Canada will also become Clearwire’s preferred provider of these services and
applications in markets beyond North America.

Clearwire offers advanced IP-based wireless broadband communications services in the United States and other international
markets. Its core offering is a non line-of-sight (NLOS) wireless broadband data service that uses technology provided by NextNet
Wireless, Inc., a Clearwire subsidiary, to allow customers “nomadic” Internet access. “Nomadic” refers to the ability to access the
Internet from any place within the service area that has a power supply. As Clearwire’s VolIP partner, Bell Canada will manage
the deployment and operation of Clearwire’s United States VolP offering.

In addition to being Clearwire’s partner for VolP, Bell Canada will invest U.S. $100 million in Clearwire and Mr. Michael Sabia
will join Clearwire’s board of directors.

Bell Canada also announced it will become a shareholder in NR Communications, which, together with Microcell, is one of the
two partners in the Inukshuk Joint Venture (Inukshuk). Inukshuk was launched in 2003 to provide wireless high speed Internet
access across Canada using spectrum in the 2.5 GHz range.

Closing of these transactions is subject to customary conditions, as well as applicable regulatory approvals.

Key Developments
Premier National Partner for 2010 Vancouver Olympic Games
On October 18, 2004, Bell Canada was selected by the Vancouver Organizing Committee as its Premier National Partner for the

2010 Olympic and Paralympic Winter Games. The partnership continues through to 2012, securing the Canadian Olympic Team
sponsorship rights to Torino in 2006, Bejing in 2008, Vancouver in 2010, the 2012 Summer Games
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(in a city to be determined), and for two Pan-American Games. It provides Bell Canada with the opportunity to build its brand by
associating with one of the world’s strongest and most recognized brands.

Canadian broadcast media rights for Olympics

On February 7, 2005, the International Olympic Committee (IOC) awarded the Canadian broadcast media rights for the Vancouver
2010 Winter Games and the 2012 Summer Games (in a city to be determined) to a consortium comprised of CTV and Rogers
Media Inc. The total fees payable by the consortium to the 10C for such rights is US$153 million.

Launch of Sympatico-MSN.ca

On June 9, 2004, Bell Canada launched Sympatico-MSN.ca in partnership with Microsoft Corporation (Microsoft). Sympatico-
MSN.ca is a single portal combining the best features and Internet tools of MSN Canada with the broadband content and
innovative services of Sympatico.ca. At the same time, Bell Canada introduced Sympatico with MSN premium, a custom-built
version of the software featuring tools that enable a safer online experience, including pop-up ad blocking, spam filtering and
parental controls. This announcement is another example of the benefits of the partnership with Microsoft, an industry leader in



software innovation.
Other developments
Labour agreements

On August 16, 2004, Bell Canada reached a new four-year agreement with approximately 7,100 technicians represented by the
CEP. This agreement will expire in November 2007.

On September 16, 2004, Aliant’s subsidiary, Aliant Telecom Inc. (Aliant Telecom) reached a new agreement with its
approximately 4,300 unionized employees, represented by the Council of Atlantic Telecommunication Unions (CATU). They voted
to accept a new collective agreement that expires in December 2007, ending a labour disruption that began in April 2004.

Employee departure program

In June 2004, Bell Canada announced an employee departure program that consisted of two phases. The first phase was an early
retirement plan and the second phase was a departure plan. Under the early retirement plan, eligible employees chose to receive
a package that included a cash allowance, immediate pension benefits, an additional guaranteed pension payable up to 65 years
of age, career transition services and post-employment benefits. Under the early departure plan, employees chose to receive a
special cash allowance.

Of the 7,000 eligible employees, 3,965 decided to take advantage of the early retirement plan, and another 1,087 employees
decided to take advantage of the early departure plan. A total of 5,052 employees are leaving the company, which represents
approximately 11% of Bell Canada’s total employee base (excluding Aliant). Almost all of the employees who chose to take
advantage of the program left Bell Canada in 2004. The rest will leave during 2005.

In October 2004, Aliant offered a voluntary early retirement incentive program (ERIP) to eligible employees, which was
accepted by 693 employees, including 654 employees or 11% of the workforce of Aliant Telecom. Approximately 400 of the ERIP
participants retired effective January 1, 2005, and the remainder are scheduled to leave during 2005.

2003 highlights

The following events influenced our business in 2003 or were referred to in our 2003 AlF.

e On December 17, 2003, Bell Canada announced that it had completed the sale of a 3.66% interest in the Yellow Pages
Group to the YPG Trust. Twelve million limited partnership units and 12 million common shares were sold to YPG Trust for
a net cash consideration of $135 million.

o In December 2003, Aliant completed the sale of its 53.2% interest in Stratos. Aliant received $340 million ($320 million net
of selling costs) in cash for the sale.

e On July 24, 2003, BCE Inc. and CGl cancelled the shareholders’ agreement they had entered into on July 1, 1998 and
signed a new agreement. As a result, the put rights of CGI’s three majority individual shareholders and BCE Inc.’s call
rights relating to the CGl shares held by these majority shareholders were cancelled. We converted all of our 7,027,606
CGl Class B multiple voting shares into CGl Class A single voting shares on a one-for-one basis.

e On July 24, 2003, Bell Canada also entered into certain agreements with CGl. These included:

o amendments to their information systems (IS/IT) outsourcing agreement. The term of this agreement was extended
to June 30, 2012.

o arenewed and expanded commercial alliance agreement that names Bell Canada as CGl’s preferred provider of
telecom services. The term of this agreement was extended to June 30, 2012.

o a network services memorandum of agreement where CGl and Bell Canada agreed to enter into a network services
outsourcing agreement. Under this agreement, Bell Canada will provide internal telecommunications network and
related services to CGl, and manage the telecommunications network that CGl uses to provide services to its
customers. The term of this agreement will end on June 30, 2012.

Bell Mobility also made amendments to its IS/IT outsourcing agreement with CGl and extended the term to June 30, 2012.

e On July 2, 2003, Bell Canada sold its 89.9% ownership interest in Certen Inc. to a subsidiary of Amdocs Limited for
$89 million in cash.

e CGl acquired 100% of the outstanding common shares of Cognicase for a consideration of $329 million in the first quarter
of 2003. It issued Class A subordinate shares to pay for part of the purchase price, which reduced our equity interest in CGl
to approximately 29.9% from 31.5%. We recognized a dilution gain of $5 million.

e On December 17, 2003, we announced our multi-year plan to lead change in the industry and set the standard in the IP
world while continuing to deliver on our goals of innovation, simplicity and service, and efficiency. Significant progress was
made in 2004 in furthering our innovation goals.

e On January 19, 2004, Bell Canada and Cisco Systems Canada announced a strategic alliance to accelerate the creation,
commercialization and delivery of a comprehensive suite of IP services.
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e On October 20, 2003, Bell Canada and Lucent Technologies Canada Corp. announced their agreement to accelerate the
delivery of Bell Canada’s broadband services to more customers in Ontario and Québec.

e OnJune 16, 2003, Bell Canada and Microsoft announced a strategic alliance to create Internet services that are easier to
use, more secure and more entertaining.

e On September 8, 2003, Bell Canada announced that it was partnering with Nortel Networks to build Canada’s most
advanced next-generation network based on IP technology. Bell Canada expects to deliver the latest IP telephony and
multimedia applications and services to Canadians under a comprehensive agreement with Nortel that includes a joint
research and development initiative. On December 16, 2003, Bell Canada announced that it was adding Nortel optical
network technology to its IP offering. This will allow greater volumes of voice and data to travel at faster speeds over the
Internet at lower costs.

Bell Canada plans to invest $103 million over two years in Nortel optical network technology.

e On December 16, 2003, Bell Canada announced the creation of the Bell Canada Video Group. It is part of Bell Canada’s
Consumer markets group and is responsible for Bell Canada’s video initiatives.

These include DTH satellite television, VDSL services and future IP television services.
2002 highlights
The following events influenced our business in 2002 or were referred to in our 2002 AlF:

e On February 11, 2003, Bell Globemedia announced an agreement to acquire an approximate 15% interest in Maple Leaf
Sports and Entertainment Ltd., which owns the Toronto Maple Leafs, the Toronto Raptors and the Air Canada Centre.

o Bell Globemedia bought Lycos Inc.’s 29% stake in the Sympatico-Lycos joint venture and took full control of Sympatico.ca,
Canada’s largest Internet portal. The Sympatico.ca portal and its associated city site properties were transferred from
Bell Globemedia to Bell Canada so that they could be more closely tied to Bell Canada Sympatico Internet access services.

e BCE Inc. transferred its 14% interest in Aliant at carrying value to Bell Canada in exchange for common shares of
Bell Canada. As a result of the transaction, Bell Canada owns 53% of Aliant.

e BCE Inc. transferred its 100% investment in Bell ExpressVu at carrying value to a partnership held 52% by Bell Canada
and 48% by BCE Inc., in exchange for units in the partnership.

e On November 29, 2002, Bell Canada and certain affiliates sold their print and electronic directories business for
approximately $3 billion ($2.8 billion net of selling costs and after the acquisition of an approximate 10% interest in the
acquisition vehicle) in cash to Yellow Pages Group, an entity ultimately controlled by Kohlberg Kravis Roberts &Co. L.P.
and the Ontario Teachers’ Merchant Bank, the private equity arm of the Ontario Teachers’ Pension Plan Board.

e BCE Inc., BCH and entities controlled by SBC Communications Inc. (SBC) entered into agreements that ultimately led to
BCE Inc.’s repurchase of SBC’s 20% interest in BCH for $6.32 billion.

e Bell Canada and MTS created Bell West by combining Bell Canada’s interests in the wireline assets of BCE Nexxia Inc.
(now a division of Bell Canada) in Alberta and British Columbia with Bell Canada’s and MTS’ interests in Bell Intrigna Inc.

e BCE Inc. announced that it would stop providing long-term funding to Teleglobe Inc. (Teleglobe). On May 15, 2002 and
later in the year, Teleglobe and certain of its subsidiaries filed for court protection under insolvency statutes in various
countries, including Canada and the United States. Our management completed its assessment of the net realizable value
of our interest in the net assets of Teleglobe and determined it to be zero. This resulted in a loss from discontinued
operations of $73 million in the second quarter of 2002. This loss is in addition to the transitional goodwill impairment
charge of $7,516 million to opening retained earnings as of January 1, 2002, which was required by the transitional
provisions of the new CICA Handbook section 3062. On September 19, 2002, Teleglobe announced the execution of
agreements for the sale of its core telecommunications business, which was completed in June 2003. On
December 31, 2002, after obtaining court approval, we sold all of our common and preferred shares in Teleglobe to the
court-appointed monitor for a nominal amount.

e Bell Canada announced the initial public offering of units of the Bell Nordiq Income Fund. The fund acquired an
approximate 37% interest in each of Télébec and NorthernTel from Bell Canada.

e In 2002, we reclassified our investment in BCI as a discontinued operation. Under court supervision and with the assistance
of a court appointed monitor, BCI began carrying out its plan of arrangement. This involves disposing of its remaining
assets, settling all claims against it and making final distributions to shareholders.



e Bell Canada recorded a pre-tax charge of $302 million in the fourth quarter of 2002. This included restructuring charges of
$232 million and other charges of $70 million. The restructuring charges were mainly from streamlining Bell Canada’s
management, line and other support functions. They included severance for approximately 1,700 employees, enhanced
pension benefits and other employee costs. The restructuring was largely completed in 2003. Other charges consisted
mainly of various accounts receivable write-downs relating to billing adjustments and unreconciled balances from previous
years that were identified in 2002.

e The members of the CTEA ratified a settlement reached between the CTEA and Bell Canada relating to the 1994 pay
equity complaints that the CTEA filed on behalf of its members before the Canadian Human Rights Commission.

e At the same time it was developing its new billing system, Bell Canada adopted a new and more precise method for
analysing receivables by customer and by product. This method allows us to more accurately determine the validity of
amounts that customers owe to Bell Canada. The analysis indicated that a write-down of accounts receivable of
$272 million was appropriate at June 30, 2002. Since these amounts came from legacy billing systems and processes, Bell
Canada carried out a detailed review of billings and adjustments for the period from 1997 to 2002. It determined that these
amounts were the cumulative result of a series of individually immaterial events and transactions
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relating to its legacy accounts receivable systems dating back to the early 1990s.

¢ Bell Mobility entered into agreements through the Bell Wireless Alliance (BWA) that gives customers PCS access
throughout Canada.
The BWA includes Bell Mobility, Aliant Telecom, MTS Mobility (a division of MTS) and SaskTel Mobility (a division of
Saskatchewan Telecommunications). It also entered into an agreement with Sprint Spectrum, L.P. (Sprint PCS) that gives
customers PCS access throughout the United States.

e Bell Mobility entered into a master agreement with Sprint PCS for preferred collaboration in business and technology
planning, procurement, intellectual property licence, and product and platform development relating to wireless and
wireless-related telecommunications services and products.

o After Mr. Jean C. Monty resigned as Chairman and Chief Executive Officer of BCE Inc., Mr. Michael J. Sabia was
appointed as President and Chief Executive Officer of BCE Inc. and Mr. Richard J. Currie was appointed as Chairman of
BCE Inc.

e Bell Mobility and Aliant Telecom launched the next-generation 1Xwireless network and related devices.

e The CRTC issued its decision on incumbent affiliates. This decision made several important changes to the regulatory
regime for the Bell Canada companies. See The regulatory environment we operate in for more information.

e Industry Canada asked the house standing committee on industry, science and technology to conduct a review to

determine whether the current Canadian ownership requirements included in the Telecommunications Act and associated
regulations should be changed.

e Industry Canada announced its decision not to allow widespread use of radio communication jamming devices in Canada.

e The CRTC released its second Price Cap decision. See The regulatory environment we operate in for more information.

THE REGULATORY ENVIRONMENT WE OPERATE IN

This section describes the legislation that governs our businesses, and provides highlights of government consultations and recent
regulatory changes.

The CRTC, an independent agency of the Government of Canada, is responsible for regulating Canada’s telecommunications
and broadcasting services.

The CRTC may decide not to regulate all or part of certain services or classes of telecommunications services if there is
enough competition to protect the interests of users. The CRTC may also exempt broadcasting undertakings from complying with
certain licensing and regulatory requirements if the CRTC is satisfied that complying with those requirements will not materially
affect the implementation of Canadian broadcasting policy.

Legislation that governs our business

Bell Canada, Aliant Telecom and several of Bell Canada’s direct and indirect subsidiaries and associated companies, including
Bell Mobility and Bell ExpressVu, as well as CTV and certain of its direct and indirect subsidiaries are regulated by the CRTC.
Other aspects of the businesses of Bell Canada, Bell Mobility and MT&T Mobility Inc. (MT&T Mobility), a subsidiary of Aliant
Telecom, are regulated in various ways by federal government departments, in particular Industry Canada.

On February 23, 2005, the Government of Canada announced in its Budget 2005 that it will be appointing a panel of eminent
Canadians to review Canada’s telecommunications policy and regulatory framework with the aim of developing a modern



telecommunications framework. The panel will be asked to provide its recommendations to the Minister of Industry before the end
of the year. In the meantime, the Government will table changes to the Telecommunications Actto provide the CRTC with the
authority to impose fines. Furthermore, the Government also intends to ask the CRTC to implement wireless number portability,
and for the Task Force on spam to issue its report quickly.

Bell Canada Act

Under the Bell Canada Act, the CRTC must approve any sale or other disposal of Bell Canada voting shares that are held by
BCE Inc., unless the sale or disposal would result in BCE Inc. retaining at least 80% of all of the issued and outstanding voting
shares of Bell Canada.

Telecommunications Act

The Telecommunications Act governs telecommunications in Canada. It defines the broad objectives of Canada’s
telecommunications policy and gives the government the power to give general direction to the CRTC on any of these objectives.
It applies to several of the Bell Canada companies and partnerships, including Bell Canada, Bell Mobility, NorthernTel,
Northwestel, Télébec and Aliant Telecom and its affiliates.

Under the Telecommunications Act, all telecommunications common carriers must seek regulatory approval for all proposed
tariffs for telecommunications services, unless the services are exempt or are not regulated. The CRTC may exempt an entire
class of carriers from regulation under the Telecommunications Act if the exemption meets the objectives of Canada’s
telecommunications policy.

The Telecommunications Act includes the following ownership requirements for companies, such as Bell Canada, Aliant
Telecom or Bell Mobility, that operate as telecommunications common carriers:

o they must be eligible to operate as Canadian carriers

e they must be Canadian owned and controlled corporations. Direct ownership must be at least 80% Canadian and indirect
ownership, such as indirect ownership by BCE Inc., must be at least 66 2y 3 % Canadian

o they must not otherwise be foreign controlled
e at least 80% of the members of their board of directors must be Canadian.
Broadcasting Act

The Broadcasting Act assigns the regulation and supervision of the broadcasting system to the CRTC. Key policy objectives of the
Broadcasting Act are to:

e protect and strengthen the cultural, political, social and economic fabric of Canada

e encourage the development of Canadian expression.
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Most broadcasting activities require a broadcasting licence or broadcasting distribution licence from the CRTC. A corporation
must meet the following ownership requirements to obtain a broadcasting or a broadcasting distribution licence:

e it must be Canadian owned and controlled. At least 80% of all outstanding and issued voting shares and at least 80% of the
votes must be beneficially owned directly by Canadians

o it must not otherwise be controlled by non-Canadians
e atleast 80% of the board of directors, as well as the chief executive officer, must be Canadian

e atleast66 2/ 3 % of all outstanding and issued voting shares, and at least 66 2/3 % of the votes of the parent corporation,
must be beneficially owned and controlled, directly or indirectly, by Canadian interests.

If the parent corporation of a broadcasting licensee has fewer than 80% Canadian directors on its board of directors, a non-
Canadian chief executive officer or less than 80% Canadian ownership, the parent corporation must demonstrate to the CRTC
that it or its directors does not have control or influence over any of the broadcasting licensee’s programming decisions.

Corporations must have the CRTC’s approval before they can transfer effective control of a broadcasting licensee. The CRTC
may impose certain requirements, including the payment of certain benefits, as a condition of the transfer.

Four of the Bell Canada companies’ partnerships or subsidiaries — Bell ExpressVu, Aliant Telecom, Northwestel and Télébec
— have broadcasting distribution licences that allow them to offer services:



o Bell ExpressVu is permitted to offer services nationally
e Aliant Telecom is permitted to offer services in Nova Scotia and New Brunswick
e Télébec is permitted to offer services in specific areas of Ontario and Québec

¢ Northwestel is permitted to offer services in specific areas of the Northwest Territories.

On November 18, 2004, the CRTC issued Broadcasting Decision CRTC 2004-496, which approved Bell Canada’s applications
for licences to operate terrestrial broadcasting distribution undertakings, using its wireline facilities, to serve large cities in
Southern Ontario and Québec. Bell Canada will be licensed under the same terms and conditions that apply to major cable
operators without any delays or other conditions that would limit its ability to compete with them. The licences will be issued once
Bell Canada informs the CRTC that it is ready to commence operations and will expire on August 31, 2011. Bell Canada is
required to have the terrestrial broadcasting distribution undertakings operational no later than November18, 2006, unless an
extension of time is approved by the CRTC.

Bell ExpressVu’s existing DTH distribution undertaking licence renewal was approved by the CRTC on March 31, 2004 for the
period from April 1, 2004 to August 31, 2010.

Bell Globemedia’s television operations have broadcasting licences issued by the CRTC. None of these has currently expired.

Radiocommunication Act

Industry Canada regulates the use of radio spectrum by Bell Canada, Bell Mobility, Aliant Telecom, MT&T Mobility and other
wireless service providers under the Radiocommunication Act. Under the Act, Industry Canada ensures that:

e radio communication in Canada is developed and is operated efficiently
e the set up of, and any changes to, radio stations are orderly.
The Minister of Industry has the discretion to:
e issue radio licences
e set technical standards for radio equipment
e establish licensing conditions
e decide how radio spectrum is allocated and used.

Under the Radiocommunication Regulations, companies that are eligible for radio licences, such as Bell Canada, Bell Mobility
and Aliant Telecom, must meet the same ownership requirements that apply to corporations under the Telecommunications Act.

The Radiocommunication Act contains provisions which make it a criminal offence to manufacture, offer for sale or sell any
device used to decode an encrypted subscription signal in connection with unauthorized reception of satellite signals. On
October 28, 2004, the Court of Québec ruled in R. v. D’Argy and Theriault that those provisions violate the freedom of expression
rights enshrined in the Canadian Charter of Rights and Freedoms . The Canadian Department of Justice has launched an appeal
of this decision to the Québec Superior Court. Accordingly, it remains a criminal offence throughout Canada to manufacture, offer
for sale or sell any device used to engage in unauthorized reception of satellite signals. Bell ExpressVu, the Canadian Association

of Broadcasters and cable operators continue to encourage the Government of Canada to strengthen the Radiocommunication
Actin order to combat the black market in signal theft.

Key regulatory changes
This section describes key regulatory changes in past years that have influenced our business.
Second Price Cap decision

In May 2002, the CRTC issued decisions relating to new price cap rules that will govern incumbent telephone companies for a
four-year period, starting in June 2002. These decisions:

o set a 3.5% productivity factor on many capped services, which may require the Bell Canada companies to reduce prices on
these services

e extended price cap regulation to more services
e reduced the prices that incumbent telephone companies can charge competitors for services
e set procedures for enforcing standards of service quality
o effectively froze rates for residential services.
The CRTC also established a deferral account and, on March 24, 2004, initiated a public proceeding inviting proposals on the

disposition of the amounts accumulated in the accounts of the incumbent telephone companies during the first two years of the
price cap period.



The total balance in Bell Canada’s and Aliant’s deferral accounts at December 31, 2004 was estimated to be approximately
$202 million.

On May 19, 2004, Bell Canada filed its proposal, as part of the public proceeding initiated by the CRTC on March 24, 2004,
asking for approval
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to use some of the funds in its deferral account to implement the following initiatives:

e expand its broadband services to certain areas that are not economically viable to serve under its commercial broadband
program

e reduce rates for some of its optional local services

e implement network upgrades required to support Bell Canada’s High Probability of Call Completion feature. This feature
would give designated calls on the Bell Canada network a higher probability of completion under normal network loads, and
when the Public Switched Telephone Network (PSTN) is busy and experiencing call blocking conditions.

On January 28, 2005, Aliant filed its proposal for the disposition of any amounts in its deferral account. Its proposal included:
e funding of rate reductions in response to competitive pressures
e recovery of funds used to deploy telecommunications devices for the deaf for payphones pursuant to a CRTC directive
e funding E9-1-1 enhancements in Atlantic Canada
e recovery of costs and lost revenue resulting from events that were beyond its control.
It is expected that this proceeding will close in the second half of 2005.
Competitor Digital Network Service

The CRTC released Decision 2005-6 on February 3, 2005, concerning Competitor Digital Network (CDN) services. This decision
determined the rates, terms and conditions, for the provision of digital network services by Bell Canada and the other incumbent
telephone companies to their competitors.

This decision includes many changes that will affect both Bell Canada and Aliant as providers of CDN services in their
respective operating territories and as a buyer of those services elsewhere in Canada.

The CRTC has determined that the scope of CDN services should be broadened from access elements only to also include
intra-exchange facilities, inter-exchange facilities in certain metropolitan areas, channelization and co-location links (expanded
CDN services). However, other than for the access and link components, the CRTC determined that these expanded CDN
services should not be priced as essential facilities but will be priced to include “appropriate mark-ups” so as to encourage
competitors to construct their own facilities.

There are two important financial aspects to note in this decision. First, the reduced prices for the expanded CDN services are
to be applied on a going-forward basis only and Bell Canada will be compensated for the resulting revenue losses from the
deferral account. Secondly, Bell Canada will also be compensated through the deferral account, for both the retroactive and the
future application of reduced rates for the CDN services currently tariffed. The incumbent telephone companies are required to file
with the CRTC the estimated drawdown from the deferral account within 30 days of this decision.

Decision on incumbent affiliates

On December 12, 2002, the CRTC released its decision on incumbent affiliates, which requires Bell Canada and its carrier
affiliates to receive CRTC approval on contracts that bundle tariffed and non-tariffed products and services. This means that:

e all existing contracts that bundle tariffed and non-tariffed products and services must be filed with the CRTC for approval

e all new contracts that bundle tariffed and non-tariffed products and services must receive CRTC approval before they are
carried out

o carrier affiliates must meet the same approval requirements as Bell Canada on products and services they offer in
Bell Canada’s operating territory.

On September 23, 2003, the CRTC issued a decision that requires Bell Canada and its carrier affiliates to include a detailed
description of the bundled services they provide to customers when they file tariffs with the CRTC. The customer’s name will be
kept confidential, but the pricing and service arrangements it has with the Bell Canada companies will be available on the public
record.

This decision increased the regulatory burden for Bell Canada and its carrier affiliates at both the wholesale and retail levels.
Bell Canada’s appeal of this decision to the Federal Court of Canada was dismissed on September 14, 2004. As a result,

Bell Canada has submitted tariffs for CRTC approval for those contracts with bundles that have not yet expired in order to provide



more detailed descriptions of the bundled services.

Allstream and Call Net application concerning customer-specific arrangements

On January 23, 2004, Allstream and Call-Net filed a joint application asking the CRTC to order Bell Canada to stop providing

service under any customer-specific arrangements (CSAs) that are currently filed with the CRTC and are not yet approved.
Allstream and Call-Net have proposed that Bell Canada should only provide services to these customers under its general tariff.
Bell Canada provided its comments opposing all aspects of this application.

Public notice on changes to minimum prices

On October 23, 2003, the CRTC issued a public notice asking for comments on its preliminary view that revised rules may be
needed for:

e setting minimum prices for the regulated services of incumbent telephone companies
e how they price their services, service bundles and customer contracts.

The CRTC sought comments on proposed pricing restrictions on volume or term contracts for retail tariffed services. It issued
an amended public notice on December 8, 2003. The record of this proceeding was completed with the filing of arguments on
June 11, 2004 and reply arguments on June 25, 2004.

Application seeking consistent regulation
On November 6, 2003, Bell Canada filed an application requesting that the CRTC start a public hearing to review how similar

services offered by cable companies and telephone companies are regulated. This would allow consistent rules to be developed
that recognize and support the growing competition between these sectors. Bell Canada also requested
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that this proceeding address any rules that might be needed to govern VolP services provided by cable companies and others.

On April 7, 2004, the CRTC invited comments on its preliminary views on the regulation of VolP services and invited interested
parties to participate in a public consultation on the regulatory framework for VolP. The CRTC’s preliminary view is that VolP
services using telephone numbers that conform to the North American Numbering Plan (NANP) and allow subscribers to make or
receive calls from any telephone with access to the PSTN are functionally the same as switched telecommunications services.
The CRTC'’s preliminary conclusion is that when incumbent telephone companies provide VolP services in their incumbent
territories, they should be required to respect their existing tariffs or to file proposed tariffs where required, in order to conform with
the regulatory rules that apply. The CRTC also provided preliminary views on 9-1-1 services, message relay service and privacy
safeguards provided by local VolP service providers. Bell Canada provided its comments to the CRTC on June 18, 2004. The
CRTC held the public consultation on the regulatory framework for VolP from September 21 to 23, 2004. Bell Canada filed reply
comments on October 13, 2004.

A decision is expected in the second quarter of 2005.

The CRTC has included a “Proceeding on Regulatory Symmetry” in its 2005-2006 Work Plan.Licences for Broadcasting

On November 18, 2004, the CRTC issued Broadcasting Decision CRTC 2004-496, which approved Bell Canada’s applications for
licences to operate terrestrial broadcasting distribution undertakings, using its wireline facilities, to serve large cities in Southern
Ontario and Québec. Bell Canada will be licensed under the same terms and conditions that apply to major cable operators,
without any delays or other conditions that would negatively affect its ability to compete with them. The licences will be issued
once Bell Canada informs the CRTC that it is ready to commence operations and will expire on August 31, 2011. Bell Canada is
required to have the terrestrial broadcasting distribution undertakings operational no later than November 18, 2006, unless an
extension of time is approved by the CRTC.

Consultations

From time to time, Industry Canada initiates proceedings that allow members of the telecommunications industry to comment on
technical and policy issues. This ensures that Industry Canada takes into consideration the opinions of the industry when it is
making decisions that affect the industry.

Foreign ownership review

Industry Canada asked the House of Commons Standing Committee on Industry, Science and Technology to conduct a review to
determine whether the current Canadian ownership requirements included in the Telecommunications Act and associated

regulations should be changed. The Committee released its report in April 2003.
On September 25, 2003, the Minister of Industry responded to the report, promising to:

e table an amendment as early as possible to the Act, requiring it to be reviewed every five years because of the rapid,
unprecedented technological changes in the industry

e launch an analysis of the conflicting recommendations on foreign investment restrictions made by the committee and the



Standing Committee on Canadian Heritage in its June 11, 2003 report, Our cultural sovereignty

e continue working with members of Parliament to review the governance structure for the telecommunications and
broadcasting sectors, to ensure that they are effective in meeting the needs of Canadians and industry stakeholders.

Industry Canada licensing and fees consultation

The cellular and PCS licences of Bell Mobility and of Aliant Telecom and MT&T Mobility, which would have expired on
March 31, 2006, will now expire in 2011, as a result of a decision by Industry Canada. The PCS licences that were awarded in
the 2001 PCS auction will expire on November 29, 2011. As a result, these Bell Canada companies’ cellular and PCS licences are
now classified as spectrum licences with a 10-year licence term.
The main terms of the spectrum licences include:

e divisibility and transferability rights that allow wireless carriers to dispose of or acquire additional auctioned spectrum in the
secondary market, subject to certain limits and ownership requirements

e investing an amount equal to 2% of adjusted gross revenues in telecommunications-related research and development
e notifying the Minister of Industry before making any material change in ownership or control
o requirements for reselling PCS and cellular services and facilities to other 1995 PCS licensees.

In December 2003, Industry Canada issued its decision on changing the terms and the method of calculating the fees of
cellular and PCS licences. The new fees are based on the amount of spectrum a carrier holds in a given geographic area. Fees
were previously based on the degree of deployment and the number of radio sites in operation. The changes came into effect on
April 1, 2004, and will be implemented over seven years.

Industry Canada national towers consultation

In October 2001, the Minister of Industry announced plans for a national review of Industry Canada’s procedures for approving
and placing wireless and radio towers in Canada, including a review of the role of municipal authorities in the approval process. If
the consultation process results in more municipal involvement in the approval process, it could slow the expansion of wireless
networks in Canada. The final report from the National Antenna Tower Policy Review Committee was filed with Industry Canada
in September 2004. Industry Canada is now reviewing the report and considering what next steps, if any, it will take, after which it
may invite comments from interested parties, including the wireless carriers, on the report and its recommendations. It is not
possible to predict at this time if or when any action might be taken on the findings of the report.
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Lawful access consultation

In August 2002, the federal government started a consultation to consider the access that law enforcement agencies have to
information and communications, including wireless communications. The Government’s proposals, which were not precisely
defined in the consultation, could require telecommunications service providers, including wireline and wireless carriers and ISPs,
to invest significant capital and incur significant ongoing expenses to comply with the proposed requirements.

In the fall of 2003, the Government provided more detail about its proposals. This included proposing exemptions for small
ISPs and clarifying that service providers would not have to pay to upgrade the equipment that they have in service.

The Government also held meetings with law enforcement agencies and service providers to discuss recovering the costs of
intercepting telecommunications, and providing transmission logs and related data to law enforcement and national security
agencies. These agencies are proposing that service providers absorb all of these costs.

Legislation, which could include capability requirements and rules for recovering costs, is expected sometime in 2005. It is not
yet clear what priorities these items will have with the Government.

LEGAL PROCEEDINGS WE ARE INVOLVED IN

We become involved in various claims and litigation as part of our business. This section describes important legal proceedings
that you should be aware of. While we cannot predict the final outcome of the claims and litigation described below or of any other
pending claims and litigation at March 2, 2005, based on information currently available, management believes that the resolution
of these claims and litigation will not have a material and negative effect on our consolidated financial position or results of
operation. Based on information currently available, we believe that we have strong defences and we intend to vigorously defend
our position.

Lawsuits related to Bell Canada
Purported Class Action Concerning Wireless Access Charges

On August 9, 2004, a statement of claim was filed under the Class Actions Act (Saskatchewan) in the Court of Queen’s Bench,
Judicial Centre of Regina, Saskatchewan against wireless communications service providers, including Bell Mobility and Aliant



Telecom, by certain alleged customers or former customers of such wireless communications service providers. The lawsuit has
not been certified as a class action and it is too early to determine whether it will qualify for certification.

The statement of claim alleges breach of contract and duty to inform, breach of warranties and covenants, deceit,
misrepresentation, negligence, wrongful acts and omissions, collusion, and breach of statutory duty or obligation under the
Competition Act (Canada), in connection with certain “system access fees” and “system licensing charges” invoiced by wireless
communications service providers to their customers. The plaintiffs seek unspecified damages and punitive damages. The
Saskatchewan action seeks certification of a national class encompassing all customers of wireless communications service
providers wherever resident in Canada.

Plaintiffs’ counsel has commenced similar actions in all of the other provinces (except Prince Edward Island). These actions
are not being pursued by the plaintiffs, at this time, pending a decision on certification in Saskatchewan.

Purported Class Action Concerning Bell Mobility Billing System

On October 28, 2004, a motion seeking certification to proceed as a class action against Bell Mobility was filed with the Québec
Superior Court. The lawsuit has not been certified to proceed as a class action and it is too early to determine whether it will
qualify for certification.

The lawsuit was filed on behalf of all physical persons residing in the Province of Québec, who entered into a contract with
Bell Mobility for the provision of wireless telephone services, and alleges that such persons have unjustly incurred expenses as a
result of billing errors made by Bell Mobility or as a result of Bell Mobility wrongfully disconnecting service to such customers. In
addition to the reimbursement of such expenses, the class action would, if certified, also seek payment of damages by Bell Mobility
in the amount of $100 per class member for inconvenience as well as punitive damages in the amount of $200 per class member.

Wage Practices investigation

Complaints filed in1994 with the Canadian Human Rights Commission by the CTEA and CEP on behalf of unionized employees of
Bell Canada alleging wage discrimination in negotiated wages were referred in1996 to the Canadian Human Rights Tribunal for
inquiry. Bell Canada challenged the institutional independence of the Canadian Human Rights Tribunal by judicial review
proceedings in the Federal Court of Canada.

On November 2, 2000, the Federal Court of Canada allowed Bell Canada’s application for judicial review. The court found that
the tribunal lacked institutional independence and prohibited further proceedings in the matter. Hearings before the tribunal into
the merits of the case were suspended.

The Canadian Human Rights Commission appealed this decision, which was overturned by the Federal Court of Appeal. On
May 24, 2001, Bell Canada filed for leave to appeal the Federal Court of Appeal decision to the Supreme Court of Canada.
Hearings before the tribunal resumed in September 2001.

In September 2002, Bell Canada announced a settlement with the CTEA, the union representing the majority of employees
involved in the dispute. The proceedings relating to employees represented by the CEP are continuing.

The Supreme Court of Canada heard Bell Canada’s appeal of the Federal Court of Appeal decision in January 2003 and
dismissed it in June 2003. The decision did not address the merits of the case.

Lawsuits related to Teleglobe

Teleglobe lending syndicate lawsuit

On July 12, 2002, a statement of claim was issued against BCE Inc. in the Ontario Superior Court of Justice by ABN AMRO Bank
N.V., Bank of Montréal, Bank of Tokyo-Mitsubishi (Canada), Bayerische Landesbank Girozentrale, BNP Paribas (Canada), La

Caisse Centrale Desjardins du Québec, CIBC, CIBC, N.Y. Agency, Citibank, N.A., Credit Suisse First Boston Canada, Credit
Suisse First Boston, Export Development Canada,
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HSBC Bank Canada, JPMorgan Chase Bank, Laurentian Bank of Canada, Merrill Lynch Capital (Canada) Inc., Merrill Lynch
Capital Corporation, National Bank of Canada, Royal Bank of Canada, Société Générale, The Bank of Nova Scotia, and The
Toronto-Dominion Bank (plaintiffs).

The plaintiffs sought damages of US$1.19 billion, plus interest and costs, from BCE Inc. They alleged that these damages were
equal to the amount they advanced as members of the Teleglobe and Teleglobe Holdings (U.S.) Corporation (together referred to
in this section as Teleglobe) lending syndicate. The plaintiffs represented approximately 95.2% of the US$1.25 billion that the
members of that lending syndicate advanced.

The plaintiffs’ claim is based on several allegations, including that:

e the actions and representations of BCE Inc. and its management, in effect, amounted to a legal commitment that BCE Inc.
would repay the advances

o the court should disregard Teleglobe as a corporate entity and hold BCE Inc. responsible to repay the advances as
Teleglobe’s alter ego.

On November 28 and 29, 2002, the Ontario Superior Court of Justice heard the following motions that BCE Inc. had previously
filed:

e to stay or dismiss the action because Ontario does not have jurisdiction and that Québec does have jurisdiction



o for a declaration that in acting as counsel to the plaintiffs, the plaintiffs’ legal counsel was in a position of conflict of interest.
e for an order removing the plaintiffs’ legal counsel as the solicitors of record for the plaintiffs in this lawsuit.

On March 21, 2003, the court granted BCE Inc.’s motion to remove the plaintiffs’ legal counsel as the solicitors of record for the
plaintiffs in the lawsuit. The plaintiffs have appointed new solicitors of record.

On April 30, 2003, the court dismissed BCE Inc.’s motion to stay or dismiss the action because Ontario does not have
jurisdiction and that Québec does have jurisdiction. The action will proceed in Ontario.

On September 15, 2003, BCE Inc. filed its statement of defence relating to this action.

On November 2, 2004, two of the plaintiffs, Canadian Imperial Bank of Commerce and Canadian Imperial Bank of Commerce,
N.Y. Agency, which had advanced approximately U.S.$104 million to Teleglobe and Teleglobe Holdings (U.S.) Corporation, filed a
notice of discontinuance with the Court and are therefore no longer plaintiffs in this action.

BNP Paribas (Canada) lawsuit

On December 23, 2004, BNP Paribas (Canada), one of the plaintiffs in the Teleglobe lending syndicate lawsuit action against
BCE Inc., filed a statement of claim with the Ontario Superior Court of Justice. As of March 2, 2005, this statement of claim has
not yet been served on any of the defendants. The action is against BCE Inc. and five former directors of Teleglobe Inc. The
statement of claim alleges oppression against the former directors and breach of contract against BCE Inc. BNP Paribas (Canada)
seeks US$50 million in damages. Teleglobe Inc. was at the relevant time a subsidiary of BCE Inc.

Pursuant to standard policies and subject to applicable law, the five former directors of Teleglobe Inc. are entitled to seek
indemnification from BCE Inc. in connection with this lawsuit.

Teleglobe unsecured creditors lawsuit

A lawsuit was filed in the United States Bankruptcy Court for the District of Delaware against BCE Inc. and the former directors
and officers of Teleglobe and certain of its subsidiaries on May 26, 2004. The plaintiffs are comprised of Teleglobe
Communications Corporation, certain of its affiliated debtors and debtors in possession, and the Official Committee of Unsecured
Creditors of these debtors. The lawsuit alleges breach of an alleged funding commitment of BCE Inc. towards the debtors,
promissory estoppel, misrepresentation by BCE Inc., and breach and aiding and abetting breaches of fiduciary duty by the
defendants.

By order dated September 8, 2004, the automatic reference of this action to the Bankruptcy Court was withdrawn and the
action is now pending in the District Court for the District of Delaware. On September 15, 2004, BCE Inc. and the other defendants
filed a motion to dismiss the action for lack of standing and for failure to state a claim. BCE Inc. and the other defendants also
contend that plaintiffs should not be allowed to transform a contract claim into tort claims. The motion to dismiss was heard on
February 16, 2005 and the decision is pending.

VarTec lawsuit

On December 2, 2002, VarTec Telecom, Inc. and VarTec Holding Company (together referred to in this section as VarTec) filed a
lawsuit against BCE Inc., BCE Ventures Inc. and the President of BCE Ventures Inc. in the United States District Court for the
Northern District of Texas (Dallas division).

The claim alleges fraud and violation of the anti-fraud provisions of the United States Securities Exchange Act of 1934 relating
to VarTec’s purchase of Excelcom, Inc., Excel Telecommunications (Canada) Inc. and Telco Communications Group, Inc. from
Teleglobe and its subsidiaries (together referred to in this section as Teleglobe).

The complaint alleges that the defendants misrepresented Teleglobe’s financial status and its ability to assume certain
liabilities related to the transaction, among other things. The complaint claims that Teleglobe’s liabilities to VarTec from the
transaction could be more than US$250 million. It also seeks punitive damages, but does not state an amount.

In February 2003, VarTec amended its December 2, 2002 complaint by removing a series of causes of action previously
included in the complaint, including breach of contract, and that the court should disregard Teleglobe as a corporate entity and
hold BCE Inc. responsible for its liabilities as Teleglobe’s alter ego.

On March 2, 2003, BCE Inc., BCE Ventures Inc. and the President of BCE Ventures Inc. filed a motion:

e to dismiss the action because of improper venue and for failure to state a claim for which relief may be granted and/or
failure to plead fraud claims with sufficient particularity

e to strike VarTec’s jury demand.

In the hearing held on September 26, 2003, the United States District Court for the Northern District of Texas indicated that if
VarTec did not ask to transfer the action to the District of Columbia, it would enter an order dismissing the action for improper
venue. On September 29, 2003, VarTec filed a motion to transfer the action to the United States District Court for the District of
Columbia. This motion was granted on October 9, 2003. As a result, the United States District Court for the District of Columbia
will decide the motion to dismiss the action and to strike Vartec’s jury demand.
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Kroll Restructuring lawsuit

On February 26, 2003, BCE Inc. was informed that Kroll Restructuring Ltd., in its capacity as interim receiver of Teleglobe, had



filed a notice of action in the Ontario Superior Court of Justice against five former directors of Teleglobe. This lawsuit relates to
Teleglobe’s redemption of its third series preferred shares in April 2001 and the retraction of its fifth series preferred shares in
March 2001.

The statement of claim was filed on March 26, 2003 and was served to each of the directors in August and September 2003.
On April 16, 2004, the defendants filed their statement of defense.

The plaintiff is seeking a declaration that the redemption and retraction were prohibited under the Canada Business
Corporations Act and that the five former directors should be held jointly and severally liable to restore to Teleglobe all amounts
paid or distributed on these transactions. These amounts total approximately $661 million, plus interest.

While BCE Inc. is not a defendant in this lawsuit, Teleglobe was a subsidiary of BCE Inc. when the redemption and retraction
took place. Under standard policies and subject to applicable law, the five former Teleglobe directors are entitled to seek
indemnification from BCE Inc. in connection with this lawsuit.

Lawsuits related to BCI
BCI common shareholders lawsuits

On September 27, 2002, BCE Inc. announced that a common shareholder of BCI had filed a lawsuit in the Ontario Superior Court
of Justice. The plaintiff sought the court’s approval to proceed by way of class action on behalf of all holders of BCl common
shares on December 3, 2001.

The lawsuit sought $1 billion in damages from BCI and BCE Inc. relating to:

o the issue of BCl common shares on February 15, 2002 under BCI’s recapitalization plan, which was announced on
December 3, 2001

e the implementation of BCI’s plan of arrangement, which the Ontario Superior Court of Justice approved on July 17, 2002.

On May 9, 2003, the court dismissed the action and the motion for certification as a class action. On June 27, 2003, the plaintiff
filed an amended statement of claim, again intending to seek to have the action certified as a class action.

On August 31, 2003, another BCI common shareholder filed a lawsuit asserting substantially the same allegations as those in
the first shareholder’s lawsuit. This second plaintiff also intended to seek the court’s approval to proceed as a class action on
behalf of the same proposed class as that in the first shareholder’s lawsuit and sought damages in the same amount as the first
shareholder’s lawsuit.

Following the hearing of motions to dismiss both of these actions, on January 5, 2004, the Ontario Superior Court of Justice
dismissed each of these lawsuits because they disclosed no reasonable cause of action against BCE Inc. or BCI and they abused
the process of the court. The court also ordered that neither of these two plaintiffs may amend his statement of claim to bring these
lawsuits before the court again.

In March 2004, both of the plaintiffs filed an appeal of this decision to the Ontario Court of Appeal. The appeal was heard in
July 2004 and on July 23, 2004, the Ontario Court of Appeal upheld the lower court’s decision and dismissed the lawsuits. On
September 29, 2004, the plaintiffs filed an application with the Supreme Court of Canada seeking leave to appeal the decision of
the Court of Appeal for Ontario, and indicated, in their application, that if the appeal court decision is reversed, they intend to
proceed with only one of the actions. The defendants have filed joint responding materials. On March 3, 2005, the plaintiffs have
been refused leave to appeal by the Supreme Court of Canada. No further appeal of these actions is available to the plaintiffs and
the actions are effectively dismissed.

6.75% debentureholders lawsuit

On April 29, 2002, BCI announced that certain former holders of its $250 million 6.75% convertible unsecured subordinated
debentures had filed a lawsuit in the Ontario Superior Court of Justice. The plaintiffs were seeking the court’s approval to proceed
by way of class action on behalf of all holders of these debentures on December 3, 2001.

The lawsuit relates to the settlement of the debentures through the issue of BCI common shares on February 15, 2002 under
BCI’s recapitalization plan. The plaintiffs are seeking damages from BCl, its directors and BCE Inc. of up to $250 million plus other
amounts totalling $5 million.

On December 2, 2002, under an agreement reached among the parties to this lawsuit, the plaintiffs agreed to abandon their
previous $30 million claim for punitive damages. The Ontario Superior Court of Justice ordered the lawsuit to be certified as a
class action, but without prejudice to the rights of the defendants to assert any defences that they may have relating to the merits
of the class action.

In August 2003, BCE Inc. and the other defendants in this action filed their statements of defence relating to this action.

6.50% debentureholders lawsuit

On August 31, 2003, a lawsuit was filed in the Ontario Superior Court of Justice by a former holder of $110 million of BCI's 6.50%
convertible unsecured subordinated debentures. The plaintiff seeks damages from BCI and its directors and BCE Inc. of up to
$110 million, plus interest and costs. The notice of action contains allegations substantially similar to those in the 6.75%
debentureholders lawsuit.

On September 9, 2003, the parties to this action entered into an agreement (modified on November 28, 2003) relating to the
procedure to be followed for this action. The defendants were allowed limited examinations of the plaintiff to determine whether
this action raised factual or legal issues or defences different from those in the 6.75% debentureholders lawsuit.

In October 2003, the defendants and plaintiff agreed that this action should be stayed until the 6.75% debentureholders lawsuit
is resolved, and that the resolution of the 6.75% debentureholders lawsuit would form the basis for resolving this action. On
December 19, 2003, the Ontario Superior Court of Justice approved this agreement and stayed the action until the 6.75%
debentureholders lawsuit is resolved.

Bell Globemedia lawsuit

On February 5, 2001, Bell Globemedia Publishing Inc., a subsidiary of Bell Globemedia, was added as a defendant to a class



action lawsuit relating to copyright infringement. The claim is that The Globe and Mail newspaper and magazines do not have the
right to archive and publish
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certain freelanced and employee material from the newspaper or magazines in any format other than print.

The claim includes damages of $100 million and injunctive relief. In 2001, the Ontario Superior Court of Justice rejected the
plaintiff’'s motion for partial summary judgment (including the rejection of a requested injunction at this stage) on certain proposed
common issues. The court declared that The Globe and Mail was legally entitled to publish the newspaper on microfilm, microfiche
and in the Internet edition. It reserved for trial the question of whether The Globe and Mail had, over the years, acquired implied
rights from freelancers to archive and make available their written contents of the newspaper on electronic databases and CD-
ROMs.

The plaintiff appealed this decision, and the defendants cross-appealed on some issues. The Ontario Court of Appeal provided
its majority decision on October 6, 2004, and affirmed the initial refusal of summary judgement by the original motions judge. The
dissent was not on the issue of whether summary judgment in favour of the plaintiff should be refused (all 3 judges were in
agreement on that), but rather the dissenting judge felt that the action by the plaintiff should be dismissed at this point. Each of the
plaintiff and the defendants have filed an application with the Supreme Court of Canada, seeking leave to appeal to that court from
the ruling of the Ontario Court of Appeal. A decision by the Supreme Court of Canada on the leave application has not yet been
rendered. In addition, the plaintiff has commenced a subsequent class action that includes a claim for $750 million in damages
plus costs and interest. Although neither Bell Globemedia nor Bell Globemedia Publishing Inc. have been named as defendants in
the second action, the plaintiff has indicated an intention to attempt to certify both a plaintiff class and a defendant class, which
defendant class, if ultimately certified, may include certain divisions of Bell Globemedia or Bell Globemedia Publishing Inc.
However, no classes have yet been certified in this second action.

RISKS THAT COULD AFFECT OUR BUSINESS

This section describes general risks that could affect all BCE group companies and specific risks that could affect BCE Inc. and
certain other BCE group companies.

A risk is the possibility that an event might happen in the future that could have a negative effect on the financial condition,
results of operations or business of one or more BCE group companies. Part of managing our business is to understand what
these potential risks could be and to minimize them where we can.

Because no one can predict whether an event will happen or what its consequences may be, the actual effect of any event on
our business could be materially different from what we currently anticipate. In addition, this description of risks does not include
all possible risks, and there may be other risks of which we are currently not aware.

Bell Canada is our most important subsidiary, which means our financial performance depends in large part on how well
Bell Canada performs financially. The risks that could affect Bell Canada and its subsidiaries are more likely to have a significant
impact on our financial condition, results of operations and business than the risks that could affect other BCE group companies.

Risks that could affect all BCE Group companies
Strategies and plans

We plan to achieve our business objectives through various strategies and plans.

In 2004, we embarked on our strategy to deliver unrivalled integrated communications to customers across Canada, with an
overall objective to take a leadership position in setting the standard in IP for the industry and for our customers. Leveraging the
opportunities created by IP-based communications should allow us to deliver on the guiding principles of our strategy of customer
simplification, innovation and efficiency. This strategy is founded on three priorities:

e deliver an enhanced customer experience with the objective of enabling a significantly lower cost structure at Bell Canada
e deliver abundant bandwidth to enable all the services of the future with the reliability and security that customers require

e create the next-generation services to drive future growth.

Our strategic direction involves significant changes in our processes, in how we approach our markets, and in how we develop
and deliver products and services. This means we will need to be responsive in adapting to these changes. It also means that a
shift in employee skills will be necessary.

We will need to spend capital to implement our strategies and to carry out our plans. However, the actual amounts of capital
required and the returns from these investments could differ materially from our current expectations.

If we are unable to achieve our business objectives, our financial performance, including our growth prospects, could be hurt.
This could have a material and negative effect on our results of operations.

Economic and market conditions

Our business is affected by general economic conditions, consumer confidence and spending, and the demand for, and prices of,
our products and services. When there is a decline in economic growth and in retail and commercial activity, there tends to be a
lower demand for our products and services. During these periods, customers may delay buying our products and services, or
reduce or discontinue using them.



Weak economic conditions may negatively affect our profitability and cash flows from operations. They could also negatively
affect the financial condition and credit risk of our customers, which could increase uncertainty about our ability to collect
receivables and potentially increase our bad debt expenses.

Increasing competition

We face intense competition from traditional competitors, as well as from new entrants to the markets in which we operate. We
compete not only with other telecommunications, media, television, satellite and information technology service providers, but also
with other businesses and industries. These include cable, software and Internet companies, a variety of companies that offer
network services, such as providers of business information systems, systems integrators and other companies that deal with, or
have access to, customers through various communications networks.
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Many of our competitors have substantial financial, marketing, personnel and technological resources. Other competitors may
emerge from restructurings in the future with reduced debt and a stronger financial position. This means that they could have
more financial flexibility to price their products and services at competitive rates.

Competition affects our pricing strategies and reduces our revenues and profitability. It could also affect our ability to retain
existing customers and attract new ones. Competition puts us under constant pressure to keep our prices competitive. It forces us
to continue to reduce costs, manage expenses and increase productivity. This means that we need to be able to anticipate and
respond quickly to the constant changes in our businesses and markets.

We already have several domestic and foreign competitors, but the number of well resourced foreign competitors with a
presence in Canada could increase in the future. Over the past two years, the Government of Canada has reviewed the foreign
ownership restrictions that apply to telecommunications carriers and to broadcasting distribution undertakings (BDUs). Removing
or easing the limits on foreign ownership could result in foreign companies entering the Canadian market by making acquisitions
or investments. This could result in greater access to capital for our competitors or the arrival of new competitors with global scale,
which would increase competitive pressure. It is impossible to predict the outcome of the Government’s review or to assess how
any change in foreign ownership restrictions may affect us because the Government has not completed its review of these
matters.

Wireline and long distance

We experience significant competition in the provision of long distance service from dial-around providers, prepaid card providers,
VolIP service providers and others, and from traditional competitors such as inter-exchange carriers and resellers. We also face
increasing cross-platform competition as customers replace traditional services with new technologies. For example, our wireline
business competes with VolP, wireless and Internet services, including chat services, instant messaging and e-mail. We also
expect to face competitive pressure from cable companies as they implement voice services over their networks and from other
emerging competitors such as electrical utilities. These alternative technologies, products and services are now making significant
inroads in our legacy services, which typically represent our higher margin business.

Technology substitution, and VolP in particular, has reduced barriers to entry in the industry. This has allowed competitors with
far lower investments in financial, marketing, personnel and technological resources to rapidly launch new products and services
and gain market share. This trend is expected to accelerate in the future, which could materially and negatively affect our financial
performance.

Contracts for long distance services to large business customers are very competitive. Customers may choose to switch to
competitors that offer lower prices to gain market share and that are less concerned about the quality of service or impact on their
earnings.

These competitive factors suggest that our wireline accesses and long distance volumes will continue to decline in the future.
Continued decline will lead to reduced economies of scale in those businesses and, in turn, lower margins. Our strategy is to
mitigate these declines by building the business for newer growth services, but the margins on newer services will likely be less
than the margins on legacy services. If the legacy services decline faster than the rate of growth of our newer services, our
financial performance will be negatively and materially affected.

Internet access

Cable companies and ISPs have increased competition in the broadband and Internet access services business. In particular,
competition from cable companies has focused on increased bandwidth and discounted pricing on bundles. Competition has led
to pricing for Internet access in Canada that is among the lowest in the world.

In addition, service providers that are funded by regional electrical utilities may continue to develop and market services that
compete directly with Bell Canada’s Internet access and broadband services. Developments in wireless broadband services may
also result in increased competition in certain geographic areas. This could materially and negatively affect the financial
performance of our Internet access services business.

Wireless

The Canadian wireless telecommunications industry is also highly competitive. We compete directly with other wireless service
providers that aggressively introduce, price and market their products and services and with wireline service providers. We expect
competition to intensify as new technologies, products and services are developed.

Video

Bell ExpressVu competes directly with another DTH satellite television provider and with cable companies across Canada. These
cable companies have upgraded their networks, operational systems and services, which could improve their competitiveness.
This could materially and negatively affect the financial performance of Bell ExpressVu.

Improving productivity and containing capital intensity

We continue to implement several productivity improvements while containing our capital intensity. There will be a material and
negative effect on our profitability if we do not continue to successfully implement these productivity improvements, reduce costs
and manage capital intensity while maintaining the quality of our service. For example, each year between 2002 and 2004, we
were required to reduce the price of certain services offered by the Bell Canada companies that are subject to regulatory price
caps and may be required to do so again in 2005. In addition, we have reduced our prices in some business data services that are
not regulated in order to remain competitive, and we may have to continue doing so in the future. The profits of the Bell Canada
companies will decline if they cannot reduce their expenses at the same rate. There would also be a material and negative effect
on our profitability if market factors or other regulatory actions result in lower revenues and we cannot reduce our expenses at the
same rate.

Many productivity improvements require capital expenditures to implement systems that automate or assist in our operations.
There is no assurance that these investments will be effective in delivering the planned productivity improvements.
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Anticipating technological change

We operate in markets that are experiencing constant technological change, evolving industry standards, changing client needs,
frequent introductions of new products and services, and short product life cycles.

Our success will depend in large part on how well we can anticipate and respond to changes in industry standards and client
needs, and how quickly and efficiently we can introduce new products, services and technologies, and upgrade existing ones.

We may face additional financial risks as we develop new products, services and technologies, and update our networks to stay
competitive. Newer technologies, for example, may quickly become obsolete or may need more capital than expected.
Development could be delayed for reasons beyond our control. Substantial investments usually need to be made before new
technologies prove to be commercially viable. There is also a significant risk that current regulation could be expanded to apply to
newer technologies. A regulatory change could delay our launch of new services and restrict our ability to market these services if,
for example, new pricing rules or marketing or bundling restrictions were introduced or existing ones extended.

The Bell Canada companies are in the process of moving their core circuit-based infrastructure to IP technology. This should
allow them to:

e offer integrated voice, data and video services

o offer a range of valuable network enabled business solutions to large business customers

e improve capital efficiency

e improve operating efficiency, including our efficiency in introducing and supporting services.

As part of this move, the Bell Canada companies also plan to discontinue certain services that are based on circuit-based
infrastructure. This is a necessary component of improving capital and operating efficiencies. In some cases, this could be delayed
or prevented by customers or regulatory actions. If the Bell Canada companies cannot discontinue these services as planned, they
will not be able to achieve improvements as expected.

There is no assurance that we will be successful in developing, implementing and marketing new technologies, products,
services or enhancements in a reasonable time, or that they will have a market. There is also no assurance that efficiencies will
increase as expected. New products or services that use new or evolving technologies could make our existing ones
unmarketable or cause their prices to fall.

Liquidity

Our ability to generate cash and to maintain capacity to meet our financial obligations and provide for planned growth depends on
our sources of liquidity.

Our cash requirements may be affected by the risks associated with our contingencies, off-balance sheet arrangements,
derivative instruments and assumptions built in our business plan.

In general, we finance our capital needs in four ways:

e from cash generated by our operations or investments
e by borrowing from commercial banks

e through debt and equity offerings in the capital markets
e by selling or otherwise disposing of assets.

Financing through equity offerings would dilute the holdings of existing equity investors. An increased level of debt financing
could lower our credit ratings, increase our borrowing costs and give us less flexibility to take advantage of business opportunities.

Our ability to raise financing depends on our ability to access the capital markets and the syndicated commercial loan market.
The cost of funding depends largely on market conditions, and the outlook for our business and credit ratings at the time capital is
raised. If our credit ratings are downgraded, our cost of funding could significantly increase. In addition, participants in the capital
and syndicated commercial loan markets have internal policies limiting their ability to invest in, or extend credit to, any single
borrower or group of borrowers or to a particular industry.

BCE Inc. and some of its subsidiaries have entered into renewable credit facilities with various financial institutions. They
include facilities serving as back-up facilities for issuing commercial paper. There is no assurance that these facilities will be
renewed on favourable terms.

We need significant amounts of cash to implement our business plan. This includes cash for capital expenditures to provide our
services, dividend payments and payment of our contractual obligations, including repayment of our outstanding debt.

Our plan in 2005 is to generate enough cash from our operating activities to pay for capital expenditures and dividends. We
expect to pay contractual obligations maturing in 2005 from cash on hand, from cash generated from our operations or by issuing
debt. If actual results are different from our business plan or if the assumptions in our business plan change, we may have to raise
more funds than expected by issuing debt or equity, borrowing from banks or selling or otherwise disposing of assets.

If we cannot raise the capital we need upon acceptable terms, we may have to:

e limit our ongoing capital expenditures



e limit our investment in new businesses

e try to raise additional capital by selling or otherwise disposing of assets.
Any of these possibilities could have a material and negative effect on our cash flow from operations and growth prospects.
Making acquisitions

Our growth strategy includes making strategic acquisitions and entering into joint ventures. There is no assurance that we will find
suitable companies to acquire or to partner with, or that we will have the financial resources needed to complete any acquisition or
to enter into any joint venture. There could also be difficulties in integrating the operations of acquired companies with our existing
operations or in operating joint ventures.

Litigation, regulatory matters and changes in laws

Pending or future litigation, regulatory initiatives or regulatory proceedings could have a material and negative effect on our
businesses, operating results and financial condition. Changes in laws or regulations or in how they are interpreted, and the
adoption of new laws or regulations (including changes in, or the adoption of, new tax laws that result in higher tax rates or new
taxes) could also materially and negatively affect us.

Please see Legal proceedings we are involved in, The regulatory environment we operate in and Risks that could affect certain
BCE Group companies —
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Bell Canada companies — Changes to wireline regulation in this section Risks that could affect our business for a detailed
description of:

o the principal legal proceedings involving BCE
e certain regulatory initiatives and proceedings affecting the Bell Canada companies.
Funding and control of subsidiaries

BCE Inc. and Bell Canada are currently funding, directly or indirectly, and may, in the future, continue to fund, the operating losses
of some of their subsidiaries, but they are under no obligation to continue doing so. If BCE Inc. or Bell Canada decides to stop
funding any of its subsidiaries and that subsidiary does not have other sources of funding, this would have a material and negative
effect on the subsidiary’s results of operations and financial condition and on the value of its securities.

In addition, BCE Inc. and Bell Canada do not have to remain the majority holder of, or maintain their current level or nature of
ownership in, any subsidiary, unless they have agreed otherwise. The announcement of a decision by BCE Inc. or Bell Canada to
change the nature of its investment in a subsidiary, to dispose of some or all of its interest in a subsidiary, or any other similar
decision could have a material and negative effect on the subsidiary’s results of operations and financial condition and on the
value of its securities.

If BCE Inc. or Bell Canada stops funding a subsubsidiary, stakeholders or creditors of the subsidiary might decide to take legal
action against BCE Inc. or Bell Canada, respectively. For example, certain members of the lending syndicate of Teleglobe, a
former subsidiary of BCE Inc., and other creditors of Teleglobe have launched lawsuits against BCE Inc. following its decision to
stop funding Teleglobe. See Legal Proceedings we are involved in for a description of these lawsuits. While we believe that these
kinds of claims have no legal foundation, they could negatively affect the market price of BCE Inc.’s or Bell Canada’s securities.
BCE Inc. and Bell Canada could also have to devote considerable management time and resources in responding to any such
claim.

Pension fund contributions

Most of our pension plans had pension fund surpluses as of our most recent actuarial valuation. As a result, we have not had to
make regular contributions to the pension funds in the past few years.

The decline in the capital markets in 2001 and 2002, combined with historically low interest rates and early retirement programs
recently offered to employees, have significantly reduced the pension fund surpluses. This has negatively affected our net
earnings.

If returns on pension plan assets decline in the future or if interest rates decline further, the surpluses will also continue to
decline. This could have a material and negative effect on our results of operations.

We expect to contribute approximately $200 million to our defined benefit pension plans in 2005, subject to the completion of
actuarial valuations. Following the completion of such actuarial valuations, we might have to make contributions to our defined
benefit pension plans in 2005 in excess of the expected amount of approximately $200 million, which could have a negative effect
on BCE Inc.’s liquidity.

Renegotiating labour agreements

Approximately 41% of our employees are represented by unions and are covered by collective agreements.
The following important collective agreements have expired:



o the collective agreements between CTV Television and its employees in Calgary and Edmonton, representing
approximately 150 employees, which expired on September 30, 2004

o the collective agreement between CTV Television and its employees in Ottawa, representing approximately 65 employees,
which expired on December 31, 2004.

Negotiations continue regarding the renewal of both collective agreements.
The following important collective agreements expire on or before December 31, 2005:

o the collective agreement between the CTEA and Bell Canada representing approximately 10,000 clerical and associated
employees, which expires on May 31, 2005. Negotiations began in March 2005.

e certain collective agreements, representing approximately 170 CTV Television employees, which expire as follows:
o Sault Ste. Marie on April 8, 2005
o RDS Montréal on April 15, 2005
o Cape Breton, New Brunswick, North Bay, and Saskatoon on August 31, 2005
o the collective agreement representing approximately 395 employees at The Globe and Mail, which expires on July 1, 2005.

Renegotiating collective agreements could result in higher labour costs and work disruptions, including work stoppages or work
slowdowns. Difficulties in renegotiations or other labour unrest could significantly hurt our businesses, operating results and
financial condition. Bell Canada has established a program to implement a number of measures to help minimize disruptions and
seek to ensure that customers continue to receive normal service during labour disruptions. There can be no assurance that a
strike, if one occurs, would not disrupt service to Bell Canada’s customers. In addition, work disruptions at our service providers,
including work slowdowns and work stoppages due to strikes, could significantly hurt our business, including our customer
relationships and results of operations.

Events affecting our networks

Network failures could materially hurt our business, including our customer relationships and operating results. Our operations
depend on how well we protect our networks, equipment, applications and the information stored in our data centres against
damage from fire, natural disaster, power loss, hacking, computer viruses, disabling devices, acts of war or terrorism and other
events. Our operations also depend on the timely replacement and maintenance of our networks and equipment. Any of these
events could cause our operations to be shut down indefinitely.

Our networks are connected with the networks of other telecommunications carriers, and we rely on them to deliver some of
our services. Any of the events mentioned in the previous paragraph, as well as strikes or other work disruptions, bankruptcies,
technical difficulties or other events
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affecting the networks of these other carriers, could also hurt our business, including our customer relationships and operating
results.

Software and system upgrades

Many aspects of the BCE group companies’ businesses including, but not limited to, the provision of telecommunication services
and customer billing, depend to a large extent on various IT systems and software, which must be improved and upgraded on a
regular basis and replaced from time to time. The implementation of system and software upgrades and conversions is a very
complex process, which may have several adverse consequences including billing errors and delays in customer service. Any of
these events could significantly hurt our customer relationships and businesses and have a material and adverse effect on our
results of operations.

Risks that could affect BCE Inc.
Holding company structure

BCE Inc. is a holding company. That means it does not carry on any significant operations and has no major sources of income or
assets of its own, other than the interests it has in its subsidiaries, joint ventures and significantly influenced companies.

BCE Inc.’s cash flow and its ability to service its debt and to pay dividends on its shares all depend on dividends or other
distributions it receives from its subsidiaries, joint ventures and significantly influenced companies and, in particular, from

Bell Canada. BCE Inc.’s subsidiaries, joint ventures and significantly influenced companies are separate legal entities. They are
not required to pay dividends or make any other distributions to BCE Inc.

Stock market volatility



The stock markets have experienced significant volatility over the past few years, which has affected the market price and trading
volumes of the shares of many telecommunications companies in particular. Differences between BCE Inc.’s actual or anticipated
financial results and the published expectations of financial analysts may also contribute to volatility in BCE Inc.’s common shares.
A major decline in the capital markets in general, or an adjustment in the market price or trading volumes of BCE Inc.’s common
shares or other securities, may materially and negatively affect our ability to raise capital, issue debt, retain employees, make
strategic acquisitions or enter into joint ventures.

Risks that could affect certain BCE Group companies

Bell Canada companies

Contract with the Government of Alberta

In 2001, we entered into a contract with the Government of Alberta to build a next-generation network to bring high-speed Internet
and broadband capabilities to rural communities in Alberta. Mechanical construction of the network was completed in

December 2004. We identified cost overruns on the construction contract and recorded an additional provision of $128 million in
2004. Acceptance of the network by the Government of Alberta was initially due by January 24, 2005. Based on discussions with
the Government of Alberta, Bell Canada has agreed to have the network completed and accepted by the Government of Alberta
by the end of September 2005. There is a risk that we could incur higher than currently anticipated costs in completing the
acceptance of the network by the Government of Alberta.

Changes to wireline regulation

Decisions of regulatory agencies

The business of the Bell Canada companies is affected by decisions made by various regulatory agencies, including the CRTC.
For example, many of the decisions of the CRTC try to balance requests from competitors for access to facilities, such as the
telecommunications networks, switching and transmission facilities, and other network infrastructure of incumbent telephone
companies, with the rights of the incumbent telephone companies to compete reasonably freely. There is a risk that such

decisions of the CRTC, and in particular the decisions dealing with prices at which we must provide such access, may adversely
affect our business and results of operations.

Second Price Cap decision

In May 2002, the CRTC issued decisions relating to new price cap rules that will govern incumbent telephone companies for a
four-year period starting in June 2002. These decisions:

e set a 3.5% productivity factor on many capped services, which may require the Bell Canada companies to reduce prices for
these services

e extended price cap regulation to more services

e reduced the prices that incumbent telephone companies can charge competitors for services
o set procedures for enforcing standards of service quality

o effectively froze rates for residential services.

The CRTC also established a deferral account and, on March 24, 2004, initiated a public proceeding inviting proposals on the
disposition of the amounts accumulated in the accounts of the incumbent telephone companies during the first two years of the
price cap period.

The total balance in Bell Canada’s and Aliant’s deferral accounts at December 31, 2004 was estimated to be approximately
$202 million.

On May 19, 2004, Bell Canada filed its proposal, as part of the public proceeding initiated by the CRTC on March 24, 2004,

asking for approval to use some of the funds in its deferral account to implement the following initiatives:

e expand its broadband services to certain areas that are not economically viable to serve under its commercial broadband
program

e reduce rates for some of its optional local services
e implement network upgrades required to support Bell Canada’s High Probability of Call Completion feature. This feature
would give designated calls on the Bell Canada network a higher probability of completion under normal network loads and
when the PSTN is busy and experiencing call blocking conditions.
On January 28, 2005, Aliant filed its proposal for the disposition of any amounts in its deferral account. Its proposal included:
e funding of rate reductions in response to competitive pressures

e recovery of funds used to deploy telecommunications devices for the deaf for payphones pursuant to a CRTC directive

e funding E9-1-1 enhancements in Atlantic Canada



e recovery of costs and lost revenue resulting from a number of events that were beyond its control.
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It is expected that this proceeding will close in the second half of 2005.
If the CRTC does not approve these proposals, there is a risk that the funds in Bell Canada’s and Aliant’s deferral accounts
could be used in a way that could have a negative financial effect on them.

Competitor Digital Network Service

The CRTC released Decision 2005-6 on February 3, 2005, concerning CDN services. This decision determined the rates, terms
and conditions for the provision of digital network services by Bell Canada and the other incumbent telephone companies to their
competitors.

This decision includes many changes that will affect both Bell Canada and Aliant as providers of CDN services in their
respective operating territories and as buyers of those services elsewhere in Canada. The CRTC has determined that the scope
of CDN services should be broadened from access elements only to also include intra-exchange facilities, inter-exchange facilities
in certain metropolitan areas, channelization and co-location links (expanded CDN services). However, other than for the access
and link components, the CRTC determined that these expanded CDN services should not be priced as essential facilities but will
be priced to include “appropriate mark-ups” so as to encourage competitors to construct their own facilities.

There are two important financial aspects to note in this decision. First, the reduced prices for the expanded CDN services are
to be applied on a going-forward basis only and Bell Canada will be compensated for the resulting revenue losses from the
deferral account. Secondly, Bell Canada will also be compensated through the deferral account, for both the retroactive and the
future application of reduced rates for the CDN services currently tariffed. The incumbent telephone companies are required to file
the estimated drawdown from the deferral account with the CRTC within 30 days of this decision.

Retail quality of service indicators

As part of the s econd price cap decision, incumbent telephone companies are also subject to an interim penalty mechanism for
retail quality of service. Under this mechanism, these companies could pay a penalty of up to 5% of their annual revenues from
total local retail, business and residential services that are regulated. For Bell Canada, the potential penalty amount could be as
much as approximately $262 million annually.

The interim penalty mechanism covers 13 retail quality-of-service indicators. If a company does not meet the CRTC'’s average
annual standard for any of these indicators, the penalty could range from $5 million to $20 million for each indicator that is not met
on an annual average basis. The amount of penalty payable would be based on how much the actual results for each indicator
deviated from the CRTC standard.

This mechanism is currently under review in the proceeding initiated by Public Notice 2003-3, Retail quality of service rate
adjustment plan and related issues, and a decision has not yet been made. Based on actual results year-to-date, we do not
expect Bell Canada to face any penalties for the penalty period of July 1, 2004 to June 30, 2005.

Decision on incumbent affiliates

On December 12, 2002, the CRTC released its decision on incumbent affiliates, which requires Bell Canada and its carrier
affiliates to receive CRTC approval on contracts that bundle tariffed and non-tariffed products and services. This means that:

e all existing contracts that bundle tariffed and non-tariffed products and services must be filed with the CRTC for approval

e all new contracts that bundle tariffed and non-tariffed products and services must receive CRTC approval before they are
carried out

o carrier affiliates must meet the same approval requirements as Bell Canada on products and services they offer in
Bell Canada’s operating territory.

On September 23, 2003, the CRTC issued a decision that requires Bell Canada and its carrier affiliates to include a detailed
description of the bundled services they provide to customers when they file tariffs with the CRTC. The customer’s name will be
kept confidential, but the pricing and service arrangements it has with the Bell Canada companies will be available on the public
record.

This decision increased the regulatory burden for Bell Canada and its carrier affiliates at both the wholesale and retail levels. It
could also cause some of their large customers to choose another preferred supplier, which could have a material and negative
effect on their results of operations. Bell Canada’s appeal of this decision to the Federal Court of Canada was dismissed on
September 14, 2004. As a result, Bell Canada has submitted tariffs for CRTC approval for those contracts with bundles that have
not yet expired in order to provide more detailed descriptions of the bundled services.

Allstream and Call-Net application concerning customer-specific arrangements
On January 23, 2004, Allstream and Call-Net filed a joint application asking the CRTC to order Bell Canada to stop providing

service under any customer-specific arrangements that are currently filed with the CRTC and are not yet approved.
Allstream and Call-Net have proposed that Bell Canada should only provide services to these customers under its general tariff.



Bell Canada provided its comments opposing all aspects of this application. If the CRTC grants it, Bell Canada will be required
to cancel contracts with many of its enterprise customers and, in some cases, to reprice services. This could have a material and
negative effect on Bell Canada’s ability to offer new services to the large business customer market on competitive terms and
conditions.

Public notice on changes to minimum prices

On October 23, 2003, the CRTC issued a public notice asking for comments on its preliminary view that revised rules may be
needed for setting minimum prices for the regulated services of incumbent telephone companies and for how they price their
services, service bundles and customer contracts. The CRTC sought comments on proposed pricing restrictions on volume or
term contracts for retail tariffed services. It issued an amended public notice on December 8, 2003. The record of this proceeding
was completed with the filing of arguments on June 11, 2004 and reply arguments on June 25, 2004.

If the CRTC determines the proposals are to be implemented as proposed, the Bell Canada companies will be required to
increase the minimum prices they charge for regulated services. This would negatively limit their ability to compete.
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Application seeking consistent regulation

On November 6, 2003, Bell Canada filed an application requesting that the CRTC start a public hearing to review how similar
services offered by cable companies and telephone companies are regulated. This would allow consistent rules to be developed
that recognize and support the growing competition between these sectors. Bell Canada also requested that this proceeding
address any rules that might be needed to govern VolIP services provided by cable companies and others.

On April 7, 2004, the CRTC invited comments on its preliminary views on the regulation of VolP services and invited
interested parties to participate in a public consultation on the regulatory framework for VolP. The CRTC'’s preliminary view is that
VolIP services using telephone numbers that conform to the NANP and allow subscribers to make or receive calls from any
telephone with access to the PSTN are functionally the same as switched telecommunications services. The CRTC’s preliminary
conclusion is that when incumbent telephone companies provide VolIP services in their incumbent territories, they should be
required to respect their existing tariffs or to file proposed tariffs where required, in order to conform with the regulatory rules that
apply. The CRTC also provided preliminary views on 9-1-1 services, message relay service and privacy safeguards provided by
local VolP service providers. Bell Canada provided its comments to the CRTC on June 18, 2004. The CRTC held the public
consultation on the regulatory framework for VoIP from September 21 to 23, 2004. Bell Canada filed reply comments on
October 13, 2004.

A decision is expected in the second quarter of 2005. There is a risk that the CRTC might decide to regulate VolP services
provided by the Bell Canada companies and other incumbent telephone companies but not the VolP services provided by certain
other competitors, cable companies in particular. These proceedings could determine the rules for competition with other service
providers and limit the ability of Bell Canada companies to compete in the future.

The CRTC has included a “Proceeding on Regulatory Symmetry” in its 2005-2006 Work Plan. If cable companies and the
incumbent telephone companies are subject to different regulations for similar services, and specifically for similar bundles of
services, the incumbent telephone companies would be at a competitive disadvantage which could have a material and negative
effect on their revenues and profitability.

Licences for broadcasting

On November 18, 2004, the CRTC issued Broadcasting Decision CRTC 2004-496, which approved Bell Canada’s applications for
licences to operate terrestrial broadcasting distribution undertakings, using its wireline facilities, to serve large cities in Southern
Ontario and Québec. Bell Canada will be licensed under the same terms and conditions that apply to major cable operators,
without any delays or other conditions that would negatively affect its ability to compete with them. The licences will be issued
once Bell Canada informs the CRTC that it is ready to commence operations and will expire on August 31, 2011. Bell Canada is
required to have the terrestrial broadcasting distribution undertakings operational no later than November 18, 2006, unless an
extension of time is approved by the CRTC.

Licences and changes to wireless regulation

Companies must have a spectrum licence to operate cellular, PCS and other radio-telecommunications systems in Canada. The
Minister of Industry awards spectrum licences, through a variety of methods, at his or her discretion under the
Radiocommunication Act.

As a result of an Industry Canada decision, the cellular and PCS licences of Bell Mobility and of Aliant Telecom and MT&T
Mobility, which would have expired on March 31, 2006, will now expire in 2011. The PCS licences that were awarded in the 2001
PCS auction will expire on November 29, 2011. As a result, these Bell Canada companies’ cellular and PCS licences are now
classified as spectrum licences with a 10-year licence term. While we expect that they will be renewed at term, there is no
assurance that this will happen. Industry Canada can revoke a company’s licence at any time if the company does not comply
with the licence’s conditions. While we believe that we comply with the conditions of our licences, there is no assurance that
Industry Canada will agree. Should there be a disagreement, this could have a material and negative effect on the Bell Canada
companies.

In October 2001, the Minister of Industry announced plans for a national review of Industry Canada’s procedures for approving
and placing wireless and radio towers in Canada, including a review of the role of municipal authorities in the approval process. If
the consultation process results in more municipal involvement in the approval process, there is a risk that it could significantly
slow the expansion of wireless networks in Canada. This could have a material and negative effect on the operations of the



Bell Canada companies. The final report from the National Antenna Tower Policy Review Committee was filed with Industry
Canada in September 2004. Industry Canada is now reviewing the report and considering what next steps, if any, it will take, after
which it may invite comments from interested parties, including the wireless carriers, on the report and its recommendations. It is
not possible to predict at this time if or when any action might be taken on the findings of the report.

Revenue from major customers

A significant amount of revenue earned by Bell Canada’s Enterprise unit comes from a small number of major customers. If we
lose contracts with these major customers and cannot replace them, it could have a material and negative effect on our financial
results.

Voluntary departure programs

In 2004, we announced an early retirement program and early departure program for Bell Canada employees. We estimate
annual savings of approximately $390 million relating to these programs because of lower salaries, bonuses and non-pension
benefits. There is a risk that the amount we expect to save each year from these programs will be lower than expected if, for
example, we incur outsourcing, replacement and other costs.

Competition Bureau’s investigation concerning system access fees

On December 9, 2004, Bell Canada was notified by the Competition Bureau that the Commissioner of Competition had initiated an
inquiry under the misleading advertising provisions of the Competition Act concerning Bell Mobility’s description or representation
of system access fees (SAFs) and was served with a court order, under section 11 of the Competition Act, compelling

Bell Mobility to produce certain records
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and other information that would be relevant to the Competition Bureau’s investigation.

SAFs are charged on a monthly basis to Bell Mobility cellular subscribers to assist Bell Mobility to recover certain costs
associated with its mobile communications network. These costs include maintenance costs, the installation of new equipment,
retrofitting of new technologies and fees for spectrum licences. These costs also include the recovery of the contribution tax
charged by the CRTC to support telephone services in rural and remote areas of Canada.

Bell Mobility may be subject to financial penalties by way of fines, administrative monetary penalties and /or demands for
restitution of a portion of the SAFs charged to cellular subscribers if it is found to have contravened the misleading advertising
provisions of the Competition Act.

Increased accidents from using cellphones

Some studies suggest that using handheld cellphones while driving may result in more accidents. It is possible that this could lead
to new regulations or legislation banning the use of handheld cellphones while driving, as it has in Newfoundland and Labrador
and in several U.S. states. If this happens, cellphone use in vehicles could decline, which would negatively affect the business of
the Bell Canada companies.

Health concerns about radio frequency emissions

It has been suggested that some radio frequency emissions from cellphones may be linked to certain medical conditions. In
addition, some interest groups have requested investigations into claims that digital transmissions from handsets used with digital
wireless technologies pose health concerns and cause interference with hearing aids and other medical devices. This could lead
to additional government regulation, which could have a material and negative effect on the business of the Bell Canada
companies. In addition, actual or perceived health risks of wireless communications devices could result in fewer new network
subscribers, lower network usage per subscriber, higher churn rates, product liability lawsuits or less outside financing being
available to the wireless communications industry. Any of these would have a negative effect on the business of the Bell Canada
companies.

Bell ExpressVu

Bell ExpressVu currently uses three satellites, Nimiq 1, Nimig 2 and Nimiq 3, for its video services. Telesat operates or directs the
operation of these satellites.

In order to restore the backup capacity for Bell ExpressVu, which was diminished by the partial failure of Nimiq 2, Telesat
reached an agreement with DirecTV for an existing spare in-orbit satellite (Nimiq 3). Telesat received approval from Industry
Canada to relocate this satellite to the orbital slots currently occupied by Nimiq 1 or Nimiq 2. In July 2004, the CRTC granted final
approval to the agreement between Bell ExpressVu and Telesat to lease the full capacity of Nimiqg 3.

Satellites are subject to significant risks. Any loss, failure, manufacturing defects, damage or destruction of these satellites, of
Bell ExpressVu'’s terrestrial broadcasting infrastructure, or of Telesat’s tracking, telemetry and control facilities that operate the
satellites, could have a material and negative effect on Bell ExpressVu’s results of operations and financial condition. Please see
Risks that could affect certain BCE group companies — Telesat for more information on the risks relating to Telesat’s satellites.

Bell ExpressVu is subject to programming and carriage requirements under CRTC regulations. Changes to the regulations that
govern broadcasting could negatively affect Bell ExpressVu’s competitive position or the cost of providing its services.

Bell ExpressVu’s DTH satellite television distribution undertaking licence was renewed in March 2004 and expires on August 31,
2010.

Bell ExpressVu continues to face competition from unregulated U.S. DTH satellite television services that are illegally sold in
Canada. In response, it is participating in legal actions that are challenging the sale of U.S. DTH satellite television equipment in
Canada. While Bell ExpressVu has been successful in increasing its share of the satellite television market despite this
competition, there is no assurance that it will continue to do so.

Bell ExpressVu faces a loss of revenue resulting from the theft of its services. It is taking numerous actions to reduce these
losses, including legal action, investigations, implementing electronic countermeasures targeted at illegal devices, leading
information campaigns and developing new technology. Bell ExpressVu introduced a smart card swap for its authorized digital
receivers beginning in 2004, that is designed to block unauthorized reception of Bell ExpressVu signals. The smart card swap is
being introduced in phases and is expected to be completed in the second half of 2005. As with any technology-based security
system, it is not possible to eliminate with absolute certainty the possibility that security may be compromised at some point in the
future.

On October 28, 2004, the Court of Québec ruled in R. v. D’Argy and Theriault that the provisions in the Radiocommunication
Act (Canada) making it a criminal offence to manufacture, offer for sale or sell any device used to decode an encrypted
subscription signal relating to the unauthorized reception of satellite signals violate the freedom of expression rights enshrined in
the Canadian Charter of Rights and Freedoms. The Canadian Department of Justice has launched an appeal of this decision to
the Superior Court of Québec. It remains a criminal offence throughout Canada to manufacture, offer for sale or sell any device
used to engage in the unauthorized reception of satellite signals. If this decision is ultimately upheld by the courts and Parliament
does not enact new provisions criminalizing the unauthorized reception of satellite signals, Bell ExpressVu may face increasing
loss of revenue from the unauthorized reception of satellite signals.

Bell Globemedia
Dependence on advertising

A large part of Bell Globemedia’s revenue from its television and print businesses comes from advertising revenues.

Bell Globemedia’s advertising revenues are affected by competitive pressures, including its ability to attract and retain viewers and
readers. In addition, the amount advertisers spend is directly related to economic growth. An economic downturn tends to make it
more difficult for Bell Globemedia to maintain or increase revenues. Advertisers have historically been sensitive to general
economic cycles and, as a result, Bell Globemedia’s business, financial condition and results of operations could be materially and
negatively affected by a downturn in the economy. In addition, most of Bell Globemedia’s
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advertising contracts are short-term contracts that the advertiser can cancel on short notice.
Increasing fragmentation in television markets

Television advertising revenue largely depends on the number of viewers and the attractiveness of programming in a given
market. The viewing market has become increasingly fragmented over the past decade and this trend is expected to continue as
new services and technologies increase the choices available to consumers. As a result, there is no assurance that

Bell Globemedia will be able to maintain or increase its advertising revenues or its ability to reach or retain viewers with attractive
programming.

Revenues from distributing television services

A significant portion of revenues from CTV’s specialty television operations comes from contractual arrangements with distributors
who are mainly cable and DTH operators. Competition has increased in the specialty television market. As a result, there is no
assurance that contracts with distributors will be renewed on equally favourable terms.

Increased competition for fewer print customers

Print advertising revenue largely depends on circulation and readership. The existence of a competing national newspaper and
commuter papers in Toronto has increased competition, while the total circulation and readership of Canadian newspapers have
continued to decline. This has resulted in higher costs, more competition in advertising rates and lower profit margins at The Globe
and Mail.

Broadcast licences and CRTC decisions

Each of CTV’s conventional and specialty services operates under licences issued by the CRTC for a fixed term of up to seven
years. These licences are subject to the requirements of the Broadcasting Act, the policies and decisions of the CRTC, and the
conditions of each licensing or renewal decision, all of which may change. While these are expected to be renewed at the
appropriate times, there can be no assurance that any or all of CTV’s licences will be renewed. Any renewals, changes or
amendments to licences and any decisions by the CRTC from time to time that affect the industry as a whole or CTV in particular
may have a material and negative effect on Bell Globemedia.

Telesat
Satellite risks

There is a risk that the delivery of Telesat’s satellites under construction could be delayed as a result of delays in the construction
of the satellites, delays in the construction of the launch vehicle, the failure of a launch vehicle that is similar to the model which
Telesat intends to use to launch a satellite, or the unavailability of a reliable launch opportunity. A delay in delivery could have an
adverse effect on Telesat’s ability to provide service and could result in additional costs. Telesat seeks to mitigate the impact of
such a delay through various contractual measures including late delivery charges and by planning for contingency measures as
required.

There is a risk that Telesat’s satellites currently under construction, or satellites built in the future, may not be successfully
launched and deployed. Once Telesat’s satellites are in orbit, there is a risk that a failure could prevent them from completing their
commercial mission of providing uninterrupted service to customers. Telesat has a number of measures in place that seek to
protect itself against continuity of service risk. These measures include engineering satellites with onboard redundancies, including
spare equipment on the satellite, standard testing programs that provide high confidence in performance levels, or retaining and
obtaining redundant capacity on either the same or another in-orbit satellite, and the purchase of insurance.

Where insurance coverage is available on commercially reasonable terms and conditions, Telesat seeks to protect itself
against some of the consequences of launch and in-orbit failures by purchasing satellite insurance. However, there is no
assurance that Telesat will be able to obtain or renew launch and in-orbit insurance coverage for its satellites for the full satellite
value, nor is there any assurance that coverage will be obtained at a favourable premium rate.

Telesat currently maintains insurance on in-orbit satellites as follows:

e Nimiqg 1 —insured until the second quarter of 2005 for approximately its book value;

e Anik F2 —insured until the third quarter of 2007 for approximately two thirds of its book value. In the event of a total failure
of the Anik F2 satellite, the after-tax accounting loss is estimated at $110 million to $115 million.

In December 2004, Telesat ceased to insure its interest in the residual value of Nimiq 2 following the arrival in orbit of the
leased satellite Nimiq 3 (formerly DirecTV3) a satellite that complements the capacity of Nimiq 1 and 2 and which, following
operational changes, could be used to provide capacity and continuity of service in the event of a failure of either Nimiq 1 or
Nimiq 2.

In August 2001, the manufacturer of the Anik F1 satellite advised Telesat of a gradual decline in power on the satellite. Telesat
believes some of the satellite’s core services will be affected by mid-to-late 2005. Anik F1R is expected to replace Anik F1 in time
to ensure that service to Anik F1’s customers will not be interrupted. Telesat had insurance in place to cover the power loss on
Anik F1 and filed a claim with its insurers in December 2002. In March 2004, Telesat and its insurers reached a final settlement



agreement. The settlement calls for an initial payment to Telesat in 2004 of US$136.2 million, which has already been received,
and an additional payment of US$49.1 million in 2007 if the power level on Anik F1 degrades as predicted by the manufacturer. In
the event that the power level on Anik F1 is better than predicted, the amount of the payment(s) will be adjusted by applying a
formula which is included in the settlement documentation and could result in either a pro-rated payment to Telesat of the
additional US$49.1 million or a pro-rated repayment of up to a maximum of US$36.1 million to be made by Telesat to the insurers.
Currently, power levels are continuing to degrade as predicted.

In December 2004, Telesat received commitments for launch and in-orbit insurance coverage, covering the launch and first
year of in-orbit life, for the approximate book value of Anik F1R, subject to the completion of documentation.

Telesat has signed a contract with EADS Astrium, SAS, a European satellite manufacturer, for construction of the Anik F3
satellite. Anik F3 is expected to be available for service in the second half of 2006. During 2005, subject to insurance availability
and market conditions, Telesat
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will review, and if appropriate, commence the placement of launch and in-orbit insurance coverage for Anik F3. However, there is
no assurance that Telesat will be able to obtain launch and in-orbit insurance coverage for the full value of Anik F3, nor is there
any assurance that coverage will be obtained at a favourable premium rate.

CGl

Long sales cycle for major outsourcing contracts

The average sales cycle for large outsourcing contracts typically ranges from six to 18 months, with some extending over 24
months. If current market conditions prevail or worsen, the average sales cycle could become even longer and affect CGI’s ability
to meet its growth targets.

Foreign currency risks

CGl's increased international business volume could expose CGl to greater foreign currency exchange risks, which could
adversely impact its operating results. CGl has a hedging strategy in place to protect itself, to the extent possible, against foreign
currency exposure.

Early termination risk

If CGi fails to deliver its services according to contractual agreements, some of its clients could elect to terminate their contracts

before the agreed expiry date. This could have a material and negative effect on CGI’s results of operations and business.

MANAGEMENT’S DISCUSSION AND ANALYSIS
The information that appears on pages 32 to 80 of the BCE 2004 Annual report under Management’s discussion and analysis is
incorporated herein by reference. Our annual report is available on SEDAR at www.sedar.com and on EDGAR at www.sec.gov.
FOR MORE INFORMATION
Documents you can request
You can ask us for a copy of any of the following documents:

e this AlF, together with any document, or the relevant pages of any document, incorporated by reference into it

o the comparative financial statements of BCE for its most recently completed financial year together with the accompanying
auditors’ report You will find more financial information in BCE’s comparative financial statements for its most recently
completed financial year

e any interim financial statements of BCE that were filed after the financial statements for its most recently completed
financial year

e the most recent BCE notice of annual meeting and management proxy circular, which contains more information about
directors’ and officers’ remuneration and indebtedness, principal holders of BCE’s securities, options to purchase securities
and interests of insiders in material transactions, where applicable

e any other documents that are incorporated by reference into a preliminary short form prospectus or a short form prospectus
and are not listed above.

Please send your request to the Corporate Secretary of BCE, at 1000, rue de La Gauchetiére Ouest, Suite 3700, Montréal,
Québec H3B 4Y7.
We will send you the documents at no charge when our securities are being distributed under a preliminary short form



prospectus or short form prospectus.
At any other time, we may charge you a reasonable fee if you or the company you work for is not a security holder of BCE.
You can also ask us for a copy of the annual and quarterly management’s discussion and analysis of BCE by contacting the
Vice-President, Investor Relations of BCE, at 1000, rue de La Gauchetiere Ouest, Suite 3700, Montréal, Québec H3B 4Y7 or by
sending an e-mail to investor.relations@bce.ca.

Other information about BCE

The transfer agent and registrar for the common shares and preferred shares of BCE Inc. in Canada is Computershare Trust
Company of Canada (Computershare) at its principal offices in Montréal and Toronto and in the United States is Computershare
Trust Company, Inc. at its principal offices in Denver and New York.

The registrar for BCE Inc.’s debt securities is Computershare, in Montréal, and debt securities may be presented for
registration of transfer, at the principal office of Computershare in the cities of Halifax, Montréal, Toronto or Vancouver.

Additional information, including directors’ and officers’ compensation, personal loans to directors and officers, principal holders
of BCE’s securities and securities authorized for issuance under equity compensation plans, if applicable, is contained in our
management proxy circular for our most recent annual meeting of shareholders that involved the election of directors.

These documents, as well as BCE’s annual and quarterly reports and news releases, are also available on BCE’s website at
www.bce.ca.

Additional information relating to BCE is available on SEDAR at www.sedar.com and on EDGAR at www.sec.gov. Additional
financial information is provided in our financial statements and management'’s discussion and analysis for 2004.

Shareholder inquiries 1-800-561-0934
Investor relations 1-800-339-6353
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SCHEDULE 1 — AUDIT COMMITTEE INFORMATION
1. The Audit Committee’s Charter

The BCE Audit Committee charter is available in the governance section of BCE'’s website at www.bce.ca and attached as
Schedule 1A to this AIF

2. Composition of the Audit Committee

Independent Financially

Name ? literate ?
T.C. O'Neill = Chair Yes Yes
A. Bérard Yes Yes
J. Maxwell Yes Yes
R.C. Pozen Yes Yes

V.L. Young Yes Yes




3. Relevant Education and Experience

T.C. O’Neill — Chair

Mr. O’'Neill has been a director on the BCE board since January, 2003. He is also chairman of the Audit Committee. He was
Chairman and Chief Executive Officer of Price Waterhouse Canada from 1996 to 1998. He was Chief Executive Officer of
PricewaterhouseCoopers LLP in Canada from 1998 to 2001 and was Chief Operating Officer of PricewaterhouseCoopers LLP
Global Organization from 2000 until January 2002. He also served as Chief Executive Officer of PricewaterhouseCoopers
Consulting from January 2002 to May 2002 and then as Chairman of the Board until October 2002. A graduate of Queen’s
University, Mr. O’'Neill received his CA designation in 1970 and was awarded the FCA designation in 1988.

A. Bérard

Mr. Bérard previously served as Chief Executive Officer of the National Bank of Canada from September 1990 to March 2002. He
also served as Chairman of the Board from September 1990 to March 2004. Mr. Bérard holds a Fellow’s Diploma from the
Institute of Canadian Bankers and was Chairman of the Executive Council of the Canadian Bankers’ Association from 1986 to
1988.

J. Maxwell

Ms. Maxwell has been President of the Canadian Policy Research Networks Inc. since 1995. Prior to this appointment, she was
Associate Director of the School of Political Studies at Queen’s University. She acted as Chair of the Economic Council of Canada
from 1985 to 1992. Prior to 1985, Ms. Maxwell worked as a consultant and as Director of Policy Studies at the C.D. Howe Institute.

R.C. Pozen

Mr. Pozen is Chairman of the Board of MFS Investment. He is the former Chief of Commerce and Labour, Massachusetts State
House and a former Visiting Professor at Harvard Law School. He also served as President of Fidelity Management and Research
Company from 1997 to 2001 and as Vice-Chairman of the Board of Fidelity Investments in 2000 and 2001. Mr. Pozen is a
graduate of Yale Law School.

V.L. Young

Mr. Young was Chairman and Chief Executive Officer of Fishery Products International Limited from 1984 until May 2001, earning
the distinction of CEO of the Year from the Financial Times. He also served as Deputy Minister of the Treasury Board and special
advisor to the Premier of New-foundland, as well as CEO of Newfoundland Hydro. Mr. Young holds an MBA from the University of
Western Ontario.

4. Reliance on Certain Exemptions

Nil

5. Reliance on the Exemption in Subsection 3.3(2) or Section 3.6

Nil

6. Reliance on Section 3.8

Nil

7. Audit Committee Oversight

Nil

8. Pre-Approval Policies and Procedures

BCE’s Auditor Independence Policy is a comprehensive policy governing all aspects of BCE’s relationship with the external
auditor, including:

e establishing a process for determining whether various audit and other services provided by the external auditor affect its
independence;

o identifying the services that the external auditor may and may not provide to BCE and its subsidiaries;
e pre-approving all services to be provided by the external auditor of BCE and its subsidiaries; and

o establishing a process outlining procedures (as part of a separate policy) when hiring current or former personnel of the
external auditor in a financial oversight role to ensure auditor independence is maintained.

The complete Auditor Independence Policy is available in the governance section of BCE’s website at www.bce.ca.
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9. External Auditor Service Fees (By Category)

The table below shows the fees that Deloitte & Touche LLP, BCE’s external auditor, billed to BCE and its subsidiaries for various
services for each year in the past two fiscal years.

(in $ millions) 2004 2003™M
Audit fees $11.4  $133
Audit-related fees $ 3.1 $ 22
Tax fees $ 19 $ 26
Other fees - $ 11
Total $16.4 $19.2

(1) Figures for 2003 have been restated to eliminate the fees paid by CGl in the calculation of our aggregate fees paid and
reclassify translation services from Other fees to Audit fees so they can be compared to 2004 fees.

Audit fees

These fees include professional services provided by the external auditor for the review of the interim financial statements,
statutory audits of the annual financial statements, the review of prospectuses, consulting on financial accounting and reporting
standards, other regulatory audits and filing and translation services.

Audit-related fees

These fees relate to non-statutory audits, Sarbanes-Oxley Act of 2002 initiatives, pension plan audits and consulting on
prospective financial accounting and reporting standards.

Tax fees

These fees include professional services for administering our compliance with our conflict of interest policy, tax compliance, tax
advice, tax planning and advisory services relating to the preparation of corporate tax, capital tax and commodity tax returns.
Since November 2004, we generally do not engage the external auditor to perform tax planning and consulting services.

Other fees

These fees include professional services provided for the redesign of product introduction and new applications for account
management, inventory programming, promotion and research processes. This work started in 2002 and was completed in early
2003.

In 2004, Deloitte & Touche LLP has not been engaged to design any information system or provide implementation services
(IS/IT) or other consulting services to BCE Inc. or its subsidiaries.
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SCHEDULE 1A - BCE INC. — AUDIT COMMITTEE CHARTER
I. Purpose

The purpose of the Audit Committee is to assist the Board of Directors in its oversight of:
. the integrity of the Corporation’s financial statements and related information;

. the Corporation’s compliance with applicable legal and regulatory requirements;

. the independence, qualifications and appointment of the shareholders’ auditor;

. the performance of the Corporation’s internal auditor and shareholders’ auditor; and
. management responsibility for reporting on internal control.

moo o>

I. Duties and Responsibilities

The Audit Committee shall perform the functions customarily performed by audit committees and any other functions assigned by
the Board of Directors. In particular, the Audit Committee shall have the following duties and responsibilities:

A. Financial reporting and control

1. On a periodic basis, review and discuss with management and the shareholders’ auditor on the following:



a. major issues regarding accounting principles and financial statement presentations, including any significant changes in the
Corporation’s selection or application of accounting principles, and major issues as to the adequacy of the Corporation’s
internal controls and any special audit steps adopted in light of material control deficiencies;

b. analyses prepared by management and/or the shareholders’ auditor setting forth significant financial reporting issues and
judgments made in connection with the preparation of the financial statements, including analyses of the effects of alternative
generally accepted accounting principles methods on the financial statements when such alternatives have been selected in
the current reporting period;

c. the effect of regulatory and accounting initiatives, as well as off-balance sheet structures, on the financial statements of the
Corporation.

d. the type and presentation of information to be included in earnings press releases (paying particular attention to any use of
pro-forma or adjusted non-generally accepted accounting principles, information).

2. Meet to review and discuss with management and the shareholders’ auditor, report and, where appropriate, provide
recommendations to the Board of Directors on the following:

a. the annual and interim consolidated financial statements, the Corporation’s disclosure under “Management Discussion and
Analysis”, Annual Information Form, earnings press releases, financial information and earnings guidance provided to
analysts and rating agencies and the integrity of the financial reporting of the Corporation;

— In addition to the role of the Audit Committee to make recommendations to the Board of Directors, where the members of
the Audit Committee consider that it is appropriate and in the best interest of the Corporation, the interim consolidated
financial statements, the interim Corporation’s disclosure under “Management Discussion and Analysis” for interim period
and interim earnings press releases and earnings guidance, may also be approved on behalf of the Board of Directors by
the Audit Committee, provided that such approval is subsequently reported to the Board of Directors at its next meeting;

b. any audit problems or difficulties and management’s response, including any restrictions on the scope of the activities of the
shareholders’ auditor or access to requested information and any significant disagreements with management.

3. Review and discuss reports from the shareholders’ auditor on:

a. all critical accounting policies and practices used by the Corporation;

b. all material alternative treatments of financial information within generally accepted accounting principles that have been
discussed with management, including the ramifications of the use of such alternate treatments and disclosures and the
treatment preferred by the shareholders’ auditor; and

c. other material written communications between the shareholders’ auditor and management, and discuss such report with the
shareholders’ auditor.

B. Oversight of the shareholders’ auditor

1. Be directly responsible for the appointment, compensation, retention and oversight of the work of the shareholders’ auditor and
any other auditor preparing or issuing an audit report or performing other audit services or attest services for the Corporation or
any consolidated subsidiary of the Corporation, where required and review, report and where appropriate, provide
recommendations to the Board of Directors on the appointment, terms and review of engagement, removal, independence and
proposed fees of the shareholders’ auditor.

2. Approve in advance all audit, review or attest engagement fees and terms for all audit, review or attest services to be provided
by the
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shareholders’ auditor to the Corporation and any consolidated subsidiary and any other auditor preparing or issuing an audit
report or performing other audit services or attest services for the Corporation or any consolidated subsidiary of the
Corporation, where required.

3. Pre-approve all engagements for permitted non-audit services provided by the shareholders’ auditor to the Corporation and
any consolidated subsidiary and to this effect may establish policies and procedures for the engagement of the shareholders’
auditor to provide to the Corporation and any consolidated subsidiary permitted non-audit services, which shall include
approval in advance by the Audit Committee of all audit/review and permitted non-audit services to be provided by the
shareholders’ auditor to the Corporation and any consolidated subsidiary.

4. Delegate, if deemed appropriate, authority to one or more members of the Audit Committee to grant pre-approvals of
audit/review/attest and permitted non-audit services, provided that any such approvals shall be presented to the Audit
Committee at its next scheduled meeting.

5. Establish policies for the hiring of employees and former employees of the shareholders’ auditor.

6. Atleast annually, consider, assess, and report to the Board of Directors on:
a. the independence of the shareholders’ auditor, including whether the shareholders’ auditor’s performance of permitted
non-audit services is compatible with the shareholders’ auditor’s independence;
b. obtain from the shareholders’ auditor a written statement (i) delineating all relationships between the shareholders’ auditor
and the Corporation; (ii) assuring that lead audit partner rotation is carried out, as required by law; and (iii) delineating any
other relationships that may adversely affect the independence of the shareholders’ auditor; and



c. the evaluation of the lead audit partner, taking into account the opinions of management and the internal auditor.

7. Atleast annually, obtain and review a report by the shareholders’ auditor describing:

a. the shareholders’ auditor’s internal quality-control procedures;

b. any material issues raised by the most recent internal quality-control review, or peer review of the shareholders’ auditor
firm, or by any inquiry or investigation by governmental or professional authorities, within the preceding five years,
respecting one or more independent audits carried out by the shareholders’ auditor firm, and any steps taken to deal with
any such issues.

8. Resolve any disagreement between management and the shareholders’ auditor regarding financial reporting.
9. Review audit process with the shareholders’ auditor.

10. Review and discuss with the Chief Executive Officer and Chief Financial Officer of the Corporation the process for the
certifications to be provided in the Corporation’s public disclosure documents.

11. Meet periodically, with the shareholders’ auditor in the absence of management and the internal auditor.

C. Oversight of the internal auditor
1. Review and discuss with the internal auditor, report and, where appropriate, provide recommendations to the Board of Directors
on the following:
a. the appointment and mandate of the internal auditor, including the responsibilities, budget and staffing of the Corporation’s
internal auditor;
b. discuss with the head of the Corporation’s internal auditor the scope and performance of the internal auditor, including a
review of the annual internal audit plan, and whether there are any restrictions or limitations on the internal auditor;
c. obtain periodic reports from the head of the internal auditor regarding internal audit findings, including with respect to the
Corporation’s internal controls, and the Corporation’s progress in remedying any material control deficiencies.

2. Meet periodically, with the internal auditor in the absence of management and the shareholders’ auditor.

D. Oversight of the Corporation’s internal control system
. Review and discuss with management, the shareholders’ auditor and internal auditor, report and, when appropriate, provide
recommendations to the Board of Directors on the following:
a. the Corporation’s internal control system;
b. assess periodically compliance with the policies and practices of the Corporation relating to business ethics; and
c. the relationship of the Audit Committee with other committees of the Board of Directors, management and the Corporation’s
consolidated subsidiaries’ audit committees.

—_

2. Establish procedures, for the receipt, retention, and treatment of complaints received by the Corporation regarding accounting,
internal accounting controls or auditing matters, including procedures for confidential, anonymous submission by employees
regarding questionable accounting or auditing matters.

3. Meet periodically, with management in the absence of the shareholders’ auditor and the internal auditor.

E. Oversight of the Corporation’s risk management
. Review, report and, where appropriate, provide recommendations to the Board of Directors on the following:
a. the Corporation’s processes for identifying, assessing and managing risk; and
b. the Corporation’s major financial risk exposures and the steps the Corporation has taken to monitor and control such
exposures.

—_

F. Oversight of the Corporation’s Environmental risks
. Review, report, and where appropriate, provide recommendations to the Board of Directors on the Corporation’s environmental
policy and environmental management system.

—_

2. When appropriate, ensure that the Corporation’s subsidiaries establish an environmental policy and environmental
management system and review and report thereon to the Board of Directors of the Corporation.
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G. Compliance with legal requirements

1. Review and discuss with management, the shareholders’ auditor and internal auditor, report and, when appropriate provide
recommendation to the Board of Directors on the adequacy of the Corporation’s process for complying with laws and
regulations.



2. Receive, on a periodic basis, reports from the Corporation’s Chief Legal Officer, with respect to legal issues.

Ill. Evaluation of the Audit Committee and Report to Board of Directors

A. The Audit Committee shall evaluate and review with the Corporate Governance Committee of the Board of Directors, on an
annual basis, the performance of the Audit Committee.

B. The Audit Committee shall review and discuss with the Corporate Governance Committee of the Board of Directors, on an
annual basis, the adequacy of the Audit Committee mandate.

C. The Audit Committee shall report to the Board of Directors periodically on the Audit Committee’s activities.

IV. Outside advisors

The Audit Committee shall have the authority to engage outside counsel and other outside advisors as it deems appropriate to
assist the Audit Committee in the performance of its functions. The Corporation shall provide appropriate funding for such advisors
as determined by the Audit Committee.

V. Membership

The Audit Committee shall consist of such number of directors, in no event to be less than three, as the Board of Directors may
from time to time by resolution determine. The members of the Audit Committee shall meet the independence, experience and
other membership requirements under applicable laws, rules and regulations as determined by the Board of Directors. The Chair
of the Audit Committee shall be appointed by the Board of Directors.

VI. Term

The members of the Audit Committee shall be appointed by resolution of the Board of Directors to hold office from the time of their
appointment until the next annual general meeting of the shareholders or until their successors are so appointed.

VII. Procedures for meetings

The Audit Committee shall fix its own procedure at meetings and for the calling of meetings. The Audit Committee shall meet
separately in executive session, at each regularly scheduled meeting in the absence of management, the internal auditors and the
shareholders’ auditor, at each regularly scheduled meeting.

VIIl. Quorum and voting

Unless otherwise determined from time to time by resolution of the Board of Directors, two members of the Audit Committee shall
constitute a quorum for the transaction of business at a meeting. For any meeting(s) at which the Audit Committee Chair is
absent, the Chair of the meeting shall be the person present who shall be decided upon by all members present. At a meeting,
any question shall be decided by a majority of the votes cast by members of the Audit Committee, except where only two
members are present, in which case any question shall be decided unanimously.

IX. Secretary

Unless otherwise determined by resolution of the Board of Directors, the Corporate Secretary of the Corporation or his/her
delegate shall be the Secretary of the Audit Committee.

X. Vacancies
Vacancies at any time occurring shall be filled by resolution of the Board of Directors.
XI. Records

The Audit Committee shall keep such records as it may deem necessary of its proceedings and shall report regularly its activities
and recommendations to the Board of Directors as appropriate.
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SCHEDULE 2 - GLOSSARY OF TERMS

3G means third generation; ICT means information and communications technology;
360networks means 360networks Corporation; Infostream means Infostream Technologies Inc.;

AIF means this Annual Information Form; 10C means International Olympic Committee;

Aliant means Aliant Inc.; IP means Internet Protocol;

Aliant Telecom means Aliant Telecom Inc.; IP-MPLS means IP multi-protocol label switching;

AMS means American Management Systems Incorporated; IPTV means video over Internet Protocol;

ATM means asynchronous transfer mode; IS/IT means information systems / information technologies;

BCH means Bell Canada Holdings Inc.; ISPs means Internet service providers;



BCI means Bell Canada International Inc.;
BDUs means broadcasting distribution undertakings;
Bell ExpressVu means Bell ExpressVu Limited Partnership;
Bell Globemedia means Bell Globemedia Inc.;
Bell Mobility means Bell Mobility Inc.;
Bell West means Bell West Inc.;
BWA means Bell Wireless Alliance;
Call-Net means Call-Net Enterprises Inc.;
CanWest means CanWest Global Communications Corp.;
CATU means the Council of Atlantic Telecommunication
Unions;
CDN means competitor digital network;
CEP means the Communications, Energy and Paper Workers
Union of
Canada;
CGI means CGl Group Inc.;
CIRB means the Canadian Industrial Relations Board;
CLEC means competitive local exchange carrier;
Cogeco means Cogeco Cable Inc.;
Computershare means Computershare Trust Company of
Canada;
CPE means customer-premises equipment;
CRTC means the Canadian Radio-television and
Telecommunications
Commission;
CSA means customer-specific arrangements;
CTEA means the Canadian Telecommunications Employees
Association;
CTV means CTV Inc.;
CTV Television means CTV Television Inc.;
DBRS means Dominion Bond Rating Service Limited;
DSL means digital subscriber line;
DTH means direct-to-home;
Eastlink means Eastlink Communications;
Emergis means BCE Emergis Inc.;
Enterprise means large enterprise;
Entourage means Entourage Solutions Technologiques Inc.;
ERIP means Early Retirement Incentive Program;
EVDO mean Evolution, Data Optimized;
Fitch means Fitch Ratings Inc.;
FTTN means fibre-to-the-node;
Futureway means Futureway Communications Inc.;
GeSl means the Global e-Sustainability Initiative;
Group Telecom means GT Group Telecom Services
Corporation;

)

IT means information technology;

Mbps means megabits per second;

MDU means multiple-dwelling unit;

Microsoft means Microsoft Corporation;
Moody’s means Moody'’s Investors Service, Inc.;
MSN Canada means MSN Canada Co.;

MT&T Mobility means MT&T Mobility Inc.;
MTNs means medium term notes;

MTS means Manitoba Telecom Services Inc.;
NANP means North American Numbering Plan;

NAS means network access services;
Nexxlink means Nexxlink Technologies Inc.;

Nortel Networks means Nortel Networks Corporation;
NorthernTel means NothernTel Limited Partnership;
Northwestel means Northwestel Inc.;

NYSE means the New York Stock Exchange;

PCS means personal communications services;

Primus means Primus Telecommunications Canada Inc.;

PSTN means Public Switched Telephone Network;
Rogers means Rogers Cable Inc.;

S&P means Standard & Poor’s, a division of The McGraw-Hill
Companies, Inc.;

SAFs means system access fees;

SBC means SBC Communications Inc.;

SFU means single family unit;

SMB means small and medium businesses;

Smiston means Smiston Communications;

Sprint PCS means Sprint Spectrum, L.P;

Stratos means Stratos Global Corporation;

Télébec means Télébec Limited Partnership;

Teleglobe means Teleglobe Inc.;

Telesat means Telesat Canada;

Telus means Telus Corporation;

TSX means the Toronto Stock Exchange;

VAS means value-added services;

VCIO means virtual Chief Information Officer;

VDSL means very high-bit-rate DSL;

Vidéotron means Le Groupe Vidéotron Ltée;

VolP means voice over Internet protocol;

Yellow Pages Group means YPG LP and YPG General

Partner.
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Every day Bell is becoming an organization that is more
and more focused on our customers and their needs.
Over the past two years, we have articulated an explicit
vision of what we must do to transform Bell into a new
model communications company.

We will be: Clear; we have a clear strategy and are clear
on the challenges ahead. Most importantly we are clear on what
we need to do to meet those challenges. Simple; in the services
we offer, in how we relate to our customers and in our internal
processes. First; we will be the first choice of our customers
to provide technology that they can count on. True; to our
core values and legacy of service. Profitable; in our business.
Proud; of our 125-year history and our role as a responsible
corporate citizen.



_cClear

_first
Lrue

..profitable
..proud

Letters to Shareholders

Dear Fellow Shareholders,



Bell Canada was founded 125 years ago and for the past three of
those years | have had the honour of serving as its Chairman. In that
time, | have witnessed a company reaffirming its legacy. Bell “wired”
Canada in the last century. Today, Bell is the company that is leading
Canada into a new century of broadband connectivity.

Your Board of Directors fully recognizes that because of the
Internet, the telecommunications industry is in dramatic transition and
Bell must undergo a major transformation in order to ensure its future
growth. Your Board also recognizes the financial strength of BCE. It is
now clear that the asset base of the company will be renewed and
transformed well within its operating cash flow. Our confidence in the
continuing financial strength and in the future of BCE led us to declare
a 10% increase in the annual dividend, to $1.32 per share, the first
increase in 10 years.

On behalf of the Board, | want to publicly endorse and support the
management of BCE for its visionary and determined leadership.

Bell is now nearing the end of the beginning of that transformation,
having positioned itself with 27 million customer connections in 2004
and one of the highest measures of customer loyalty in North
America.
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To be at the end of the beginning implies that we are also at the
beginning of something entirely new. That something, of course, is a
new kind of telecommunications company, built on the platform of
Internet Protocol (IP). For consumers and businesses, this will mean
access to the full capabilities of Bell—wireline, wireless, Internet, and
video—from a single source. As ever-more sophisticated technology
arrives and data transfer speeds accelerate, the choices for
consumers will increase. To package, organize and deliver these
choices in ways consumers can use and to do so while maintaining
Bell's historically superior level of service and reliability and at
materially lower cost will be the real challenge of this
telecommunications transformation.

To lower costs, Bell Canada launched the Galileo initiative, which
introduced company-wide operational changes and started to
streamline all key processes in the company—a project that is
expected to save in excess of a billion dollars by the end of 2006. On
the revenue side, Bell is now improving customer experience and
satisfaction through the bundling of its multiple services.

Proof that our business model for BCE is working can be found in
the current trend in business acquisitions among other North
American telecommunications companies. In




SBC'’s proposed acquisition of AT&T, and in other U.S. transactions
by other companies, involving wireless and satellite services, many
are beginning to mirror and emulate Bell’s established model of
comprehensive communications services.

BCE is committed to the concept of competition because real
competition is everywhere and in every instance in the best interests
of the consumer. Competition challenges old ways of thinking and
spurs innovation. But for competition to be real, it must take place on
an even playing field with providers that offer similar services being
treated by regulators in similar ways. Regulations that benefit one
competitor over another hurt the evolution of this vital industry.

Bell Canada has evolved with a proud tradition of using private
money for public good. From this tradition, Bell provided Canadians
with worldwide telecommunications leadership, the proven result of
real, facilities-based competition.

BCE is also committed to sound corporate governance and that
commitment was recently recognized again by the independent
ratings agency Governance Metrics International which rated 3,220
companies worldwide in 2004. BCE was one of only 34 companies
globally and one of only three in Canada awarded a perfect score of
10. Consistent with these high governance standards, Tom Kierans, a
distinguished

Canadian business leader, has graciously declined to stand for re-
election to the Board in order to eliminate any meaningful degree of
interlocking directorships. On behalf of the Board, | want to recognize
and thank him for his standards as well as his service.

The newest member of the Board of Directors, Jim Pattison, brings
his keen entrepreneurial spirit as well as his almost legendary
business expertise to our Board. We all look forward to his
involvement.

Finally, in these changing times for the industry and while much
about Bell Canada is changing, what will not change is our heritage of
dedicated customer service, unmatched reliability and steadfast
commitment to keeping Canada a world leader in communications.

) i

Richard J. Currie, O.C.
Chairman of the Board
BCE Inc.

be clear.

Dear Fellow Shareholders,

Early in February, | sat down for a thirty-minute meeting with a group
of Bell Canada employees. Two and a half hours later, we adjourned.
But | could have stayed all day.

These were exceptional people—the kind who are leading the
charge in building a new Bell.

Drawn from across the company. From across divisions and
locations. From across job titles and responsibilities. A wide cross-
section of our nearly 40,000 people.

To know a company, to really know a company, you have to know
its people. So | seized the opportunity. And asked these front-line
people to tell me how they thought we were doing.

| didn’t need to ask twice. They told me about the very real
challenges they have faced as we change Bell, as we tighten our
focus on a strategy that will take us into the future. They told me
about their hard work. How their teams are striving to meet the call for
simplicity and service. How it isn’t easy to be on the front lines in a
time of great change.

But they also told me how proud they are to work at Bell. To
represent Bell in their communities. They spoke of the pride they feel
as we embrace the technological promise of Internet Protocol, IP
television and next-generation wireless. They talked about the
competition, and how we are ready to fight. To win.
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| wanted to know what the mood of the company was. To know
where our people stand. How they think we are doing.

The short answer they gave me: it's tough, but we are on the right
track.

2004 was a watershed year in the 125-year history of Bell Canada.
A challenging year, a year in which many of our achievements were
internal, not external. And while we were generally satisfied with our
performance, we recognize how much we have left to accomplish.

For example, we added one million new subscribers for our
products and services last year—but we need to add more, and we
will. We negotiated an important labour agreement with our
Bell technicians, but we did experience the disruption of a work
stoppage at Aliant. We reduced the number of product lines, offers
and service codes. But this too is just one step in our ongoing effort to
be simpler.

Other achievements will have a lasting impact. In October, for
instance, we took a bold step forward in our national strategy. The
Vancouver Organizing Committee named Bell a Premier National
Partner for the 2010 Olympic Winter Games. We strengthened that
relationship when CTV earned the exclusive Canadian broadcast
rights to the Games. This is an opportunity to showcase Bell’'s
technology, reliability




and service on the highest-profile stage in the world. And it reinforces
our position as the one truly national player in telecommunications.

In 2004 we got serious about getting simple.

For Bell, “Making it Simple” is much more than a tag line. It is our
strategic direction, our rallying cry, and how we are building a new
Bell Canada.

To support simplicity, in 2004, we launched a company-wide
program called Galileo—a coordinated effort to re-examine every facet
of our business. The goal: make operations, products and procedures
radically simpler, both internally and externally and as a result lower
our cost base.

Galileo is based on a simple equation:

Simplicity = Service = Savings = Growth.

This requires some explanation. First because it is fundamentally
important. And second because it may not be intuitive how savings
can co-exist with higher levels of service. Or how simplicity can pave
the way for next-generation products.

We will be able to deliver better, more sustainable levels of
customer service as we make our internal operations simpler and our
products easier to choose and use. Through simplicity,

we will cut unnecessary steps and redundant functions. We will
reduce re-work. And generate significant savings. Galileo is expected
to contribute an estimated $1 billion to $1.5 billion in cost savings by
the end of 2006. Savings that will improve shareholder returns and
buy us freedom to invest in and grow new areas of our business.

But reducing our costs is only the start. Galileo focuses everyone
at Bell on our strategy. It forces our disparate parts to move as one
towards our common goals. Perhaps most importantly, it gives
employees the opportunity to innovate—to change the way we do
business.

Steady performance, increased confidence

With our financial performance in 2004, BCE has demonstrated that
we can deliver steady progress even as we continue to build a more
productive and more responsive business model. Total revenue for
2004 was $19.2 billion, a 2.4 per cent increase over 2003. Our
EBITDA increased by 2.1 per cent to $7.6 billion. Among our most
positive results was return on equity, which was 15.2 per cent.
Earnings per share, excluding restructuring charges, were $2.02 , an
increase of more than 6 per cent.




The most significant restructuring charge taken in 2004 was $985
million associated with our Voluntary Employee Departure Program.
We expect the voluntary departures—which reduced our workforce by
approximately 10 per cent—to produce annual savings of
approximately $390 million.

We are successfully executing our plan to reshape Bell Canada. In
2004, we defined the path for the future and laid the foundations. In
2005, we will execute our strategy and deliver improved operating
results. By 2006, the company will be focused on service innovation,
steady growth and increasing returns to shareholders.

Because of our progress, | recommended that the Board increase
the common annual share dividend by 10 per cent, or 12 cents a
share. The Board did so in December. The dividend increase is
important for two reasons. First, it increases our yield and provides our
shareholders with a greater return on their investment. Second and
more importantly, it sends a strong signal to our shareholders, to our
employees and to our customers that we are confident in our forward
momentum; our plan has traction.

A clear strategic plan

Our confidence is based on the very real progress we made in 2004.
While Galileo paves the way for better performance, we also
developed a clear strategic framework for making the world’s first
“new telecom.” Our plan rests on three strategic pillars. These
foundations are not new. They are a clear expression of the strategy
we set out two years ago. And against which we have already made
significant progress. We will accelerate our progress over the next
year as all of us at Bell drive the implementation of this plan.

1. Customer Experience

Providing our customers superior product and service experiences

that build loyalty and save time and expense. For them and for us.
Our job is to take the power of the most advanced technology and

make it simple for our customers to use. So they can be better

informed and entertained. So their businesses
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can be more productive and globally competitive. Our customers want
our products and services to be easy to use, to work all the time. If
there’s a problem they want us there to support them.

Our response is an approach we call smart contact. This means
we will help our customers adapt and use the latest technology
without adding to the complexity of their lives. We will face them as
one company. Provide them with the level of service that is at the
core of our brand.

Easy to say, harder to do. Like all organizations, sometimes we fall
short. And sometimes, as with our recent migration to a new billing
system for Bell Mobility, we do not execute as well as we should: we
take a few steps back before moving forward. But we will move
forward. Superior customer service will be the centrepiece of our
competitive advantage in the marketplace. We will succeed.

2. Reliable Bandwidth
Providing our customers with ever-more-capable broadband
connectivity that they can count on.

In last year's letter, | wrote at length about the promise of Internet
Protocol (IP) connectivity and how it would usher in a new world of
communications. A year later, | can say: it has.

Last year, we successfully moved 60 per cent of our core network
traffic onto an IP platform. We also completed IP migration plans for
our entire Enterprise customer group — our 1,000 largest customers.
For our small business and consumer customers, we began our
pioneering rollout of Fibre-to-the-Node (FTTN). This will eventually
allow Bell to deliver all our services—voice, data, video —over a
single high-speed broadband network eight times faster than today’s
current DSL connections. A network that will reach almost 85 per cent
of all households in the Québec City to Windsor corridor.

Put simply, we are committed to the IP revolution and its potential.
Let me be absolutely clear: IP is not about delivering cut-rate voice
connectivity over a DSL line or cable connection. IP is about
delivering the promise of true, high-speed bandwidth over a reliable
network that our customers can trust.




Across this network will flow voice, video, music, business data,
interactive gaming, the Internet and anything else that can be put into
digital form. This is an area where we must lead. And we will.

3. Next-Generation Services
Providing our customers with the information, entertainment,
connection and productivity that are the true purpose of our network.

The same new technology that represents such a promising future
for Bell also hastens the decline of our legacy telephone business.
Rather than resist this decline, we are embracing it.

An example; in 2004, we introduced virtually unlimited long
distance for $5 to promote our consumer product bundle. It was a
signal that we are prepared to lever our existing legacy business to
attract new customers and drive new value-added growth.

Some observers think this approach is too aggressive. Some
would like us to play defence. We disagree. We think being bold is the
best defence.

Our growth will come from new products delivered over our new IP
network. In 2004, fully 40 per cent of our revenue was generated by
such “growth services.” In just two years, we expect this to increase to
55 per cent.

A case in point: our IPTV partnership with Microsoft announced
last year. Building on our Sympatico-MSN relationship, we are now
working with Microsoft to begin trials of television over existing
copper-wire telephone connections—in 2005.

These services, and many others like them, are the long-term
growth story for the company. We are moving aggressively to bring
new technologies and new services to market—in ways that our
customers can use and will value. Technology is not an end in itself. It
is a means to build a high-value relationship with each and every
customer.

A cultural transformation

To reach these ambitious goals, we will draw fully on the great talents
of all of our people. My meeting in February

with employees was just one of many. In thousands of conversations |
have had with people at Bell, one thing is clear: all of us want and
expect to deliver what our customers need and want— great
experiences, reliable bandwidth, next-generation services.

We know that, too often, the very processes, procedures, and
systems we have put in place in the past to run our business stand in
the way. So now our challenge—perhaps the toughest and most
important one we face—is to get out of the way of our people so they
can do what they know they need to do. What they want to do.

That means changing our culture—not just what we do, but how
we do it. How we work, how we do business. Today, we are still too
hierarchical. We tie up good ideas with red tape.

Where we are headed

But every day we are working to get in step with the future. We are
doing what it takes to instill a culture of confidence: an environment
that promotes accountability, personal initiative and merit. A place that
cultivates the creativity and the leadership of our people.

We have a clear long-term strategy. Our business results tell us it's
the right direction.

But perhaps what matters most is what | heard from the
employees | met with that February morning. In their words, in their
stories, and in their dedication, | see the clearest path to building a
company that inspires our people and that offers our shareholders a
future of increasing returns.
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Michael J. Sabia
President and Chief Executive Officer

Our Strategic Pillars

Customer Experience

We will face
customers as

1 One.

Company

We will face customers as one company, offering a single point of contact. One source for all of our customers’ communications
— at home, at work, on the go. Bell will deliver the new freedom of digital technology free of frustrations. This is the Power of



Up to

26

mbps in 2006

More than

50%

of Our
Revenue

2004 Customer Experience Milestones

Retired more than 1,000 service codes
431,000 customers on bundles
30% reduction in SMB provisioning time

Began to implement Galileo initiatives, aimed at simplifying
processes, improving service and lowering costs

Customer Experience in 2005

We will launch redesigned Bell.ca site to increase on-line
sales

Serving customers more effectively should allow us to
dispatch fewer trucks as we strive to eliminate re-work

We will continue to aggressively market our traditional
products and services using innovative marketing

techniques

Migrated key billing system
Rollout of new simpler bill

48-hour installation for ExpressVu o ) _
We will increase adoption of self-serve services and web-

80% one call resolution in 310-BELL based interfaces by Enterprise customers

Improved in-store selling time by 30%
Stopped selling some major non-IP network products

Imtroduction of five dollar virtually unlimited long distance

Reliable Bandwidth

In 2006, we will deliver up to 26 megabits per second data speed (about 8 times today’s DSL speeds) and, by 2008 we will be
able to offer it to approximately 4.3 million households in the Québec City to Windsor corridor. With EVDO technology on the
wireless side, we will deliver up to 2.4 megabits per second to mobile devices.

2004 Bandwidth Milestones Reliable Bandwidth in 2005

Rioneering Fibre-to-the-Node rollout Eenterprise expects to migrate 150 major customers to IP
networks
60% of core network traffic on IP

Begin EVDO deployment
BSL footprint reaches 83% of customers

By end of 2005, deploy high density remotes to 2,500
Gompleted IP migration plan for major Enterprise neighbourhoods serving up to 1.1 million households
customers

We expect 10-15% subscriber growth for video services

WDSL to MDU progress (335 buildings signed)

Next Generation Services

By 2006, more than 50% of our revenue is expected to come from next generation and new growth services. By the end of
2005, this will already be true in our business sectors. Our legacy businesses are slowing down. But customers are eager for
new value delivered over the network. And we have laid the groundwork—bundling existing products, developing new
communications products, and partnering to bring entirely new levels of value.



2004 Next Generation Services Milestones
Leaunch of Sympatico-MSN.ca portal
Imtroduction of MSN premium
Leaunch of wireless phone-to-phone video messaging
145,000 Enterprise Voice over IP lines

60% of major Enterprise customers buy Value-Added
Solutions

DBata is 50%+ of Bell's wireless ARPU growth in 2004
57% of Mobility customers regularly use data

Leunch of leading-edge wireless location-based services
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Next Generation Services in 2005

0% of our major customers in the Enterprise market will
purchase Value-Added Solutions, increasingly viewing us
as a supplier of ICT services

Im the SMB space, we will reinvent the way IT and telecom
are integrated with the objective of increasing the number
of SMB customers that view Bell as their technology
advisor or “Virtual CIO”

We will start trials of IPTV, delivering video over ordinary
phone wires

We will exploit our IP capability to achieve interoperability
between wireline and wireless platforms

Imtroduce Internet Telephony for consumers

Financial and Operational Highlights

Financial Highlights

Revenue (in millions) (V)

EBITDA (in millions) (2)

Operating income (in millions)

Net earnings applicable to common shares (in millions)
Net earnings per common share

Net debt (in millions)

Net debt to capitalization ratio

Free cash flow (in millions) @

Cash from operating activities (in millions)
Capital expenditures (in millions)

Capital intensity

Operational Highlights

Customer connections (thousands)
Local telephone
Cellular and personal communications (PCS)
Paging
High-speed Internet access
Dial-up Internet access
Video
Digital equivalent access lines

Net activations (thousands)
Cellular and personal communications (PCS)
High-speed Internet access
Video




(1) Our financial results in 2004 and 2003 exclude the financial results of the directories business, which we sold in November
2002. Our financial results before that date, include those of that business. In 2002, the directories business contributed $501
million of revenues and $311 million of EBITDA.

(2) The terms EBITDA (Earnings before interest, taxes, depreciation and amortization) and free cash flow do not have a
standardized meaning prescribed by Canadian generally accepted accounting principles (GAAP) and may not be comparable to
similar measures presented by other publicly traded companies. Refer to pages 32 to 34 of this Annual Report for a description of
these terms.

be simple.







be simple.

At Bell, we believe that a complex solution solves nothing. We know
our customers—individuals and businesses alike—are excited by the
promise of new communications technology, but fear adding yet
another level of complexity to their lives and business. Which is why
we strive to offer products and services that are easy and intuitive to
use, and customer interactions as straightforward and hassle-free as
possible.

With 27 million customer connections across four different services
(voice, video, data and wireless), three different customer groups
(consumer, enterprise and small-and-medium-business) and a service
area stretching from the Atlantic to the Pacific to the Arctic Oceans,
it's not always simple to be simple. But delivering true simplicity—in
our products and in our services—is central to our business.

Here are three examples of how, by being simpler, Bell is
transforming itself.
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Galileo

When Melanie Singh was given the task of designing a new way to
deliver IP products, her first step was to throw out Bell’s standard
operations manual. The result was the “IP Garage™—not just a tune
up but a literal overhaul of how Bell goes about delivering services to
its customers. As Bell Canada’s private think tank, the Garage
focused the talents of the company’s top 25 IP specialists towards a
single goal: to simplify the IP installation process.

At the time of the Garage’s creation, Bell could provide a business
customer with IP service no sooner than 38 days after the order was
placed. Six weeks later, the Garage had produced a plan to cut IP-
VPN (Virtual Private Network) service installation time by almost 80
per cent—to only eight days. Once tested, this breakthrough will allow
Bell to deliver IP systems and products to our customers, offering fast,
convenient access to a vast array of broadband services.

However, the IP Garage is just one of many success stories to
come from Galileo—a total re-evaluation of how we operate our
business, on both a day-to-day and a long-term basis. With a single
goal in mind—to simplify—Bell’s Galileo teams across the company
have accomplished a tremendous amount, including eliminating 1,000
duplicate service codes, cutting the number of wireless consumer
rate plans sold from
14 to 4, and reducing ExpressVu installation times from five days to
only 48 hours. These operational improvements, among others, are
expected to save Bell between $1 billion and $1.5 billion by the end of
2006, making us a stronger, simpler, and more flexible company.

One Bell

A New Network



Last May, Bell Canada customer Lisa Bratina had a problem. Three
problems, actually: her daughter had been pestering her for a
cellphone for weeks, her son complained of slow Internet speeds
when he got home from school, and her husband was always missing
his favourite television programs. Lisa wanted to get these distractions
behind her, but she also envisioned hours and hours of trying to order
new services and sorting through confusing forms. She decided to call
Bell first.

During her conversation with Sunil Singh, a Bell customer service
representative, she asked Sunil if he could give her the number to call
about wireless service. Sunil responded that he could help her with all
of her problems and explained the Bell bundle that included all of the
services she wanted, plus a special $5 long distance plan that
included 1,000 minutes of calling across all of North America.

To be frank, we know that this sort of experience doesn’t happen to
every single Bell customer. In fact, today it is not a common
experience. But the point is, it must become common. We are working
to make it happen. We are rolling out intensive training to equip all
Bell service representatives with expertise in Bell’s four systems:
wireline, wireless, Internet and video. This will allow all
Bell representatives to help customers with all their communications
needs from start to finish.

13

Everything over IP. One backbone, one network, across Canada.
Sitting behind everything we do to offer customers smarter contact,
reliable bandwidth and new services will be a new, IP-based network.

Today, Bell operates on seven networks. Built over the course of
30 years, each of these networks was designed to provide a particular
type of service—for example voice in our circuit switched network.
Now we are on course to collapse them into three, interrelated
networks that will all run on the IP platform. For Bell today, this means
transforming our company to run in a simpler and more cost-effective
way. It means everything to our operations, from fewer truck rolls and
less re-work to one integrated service order and delivery process.

For our customers the new network will mean faster and higher
levels of service, fewer and more streamlined connections, fewer bills
and more on-line billing features, all of this providing greater flexibility.
It also will bring new choices and new services, from desktop video
conferencing to seamless communication between virtually any
device—computer, cellphone, Blackberry, video game console,
television.

be first.







be first.

Our goal is to be our customers’ first choice for the broadband future.
Being first to us is more than bringing new technologies to the market,
or establishing leading competitive positions in the markets we serve.
At Bell, we use technology to develop and to deliver great products
and services that have meaningful benefits to our customers,
connecting, entertaining and informing them. Our goal is to package
and integrate new technologies to help businesses be more
productive and more competitive—locally or globally.
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Way Better TV

It's harder than ever to be a couch potato. Thanks to the advent of
new, interactive technology, watching television has never been less
passive. A touch of a button allows viewers to pause and rewind live
television, choose their own camera angles, play interactive games
and preview one program while watching another.

Our ExpressVu satellite television service brings all of these
features to more than one-and-a-half-million Canadians today. In the
last year, ExpressVu subscriptions increased by 8.4 per cent. We're
also bringing these capabilities to many large apartment buildings
through our VDSL service, which offers consumers a competitive
alternative to cable television.

Through our recently announced partnership with Microsoft, we
are testing a powerful new television distribution platform called IPTV
(Internet Protocol TV). It is on-demand television—an integration of
the navigation qualities of the Internet, your home computer and what
we watch on TV. And we will bring the power of IPTV into the home
through your current home telephone connection.

What does this mean to the customer? These capabilities together
give people a level of choice they’ve never had before. But it's
relevant choice. Choice over content. Choice over viewing times.

Next Generation Wireless

Family Friendly Internet




We built a wireless network for voice. Today we are building a
wireless network for voice, data, video, games and more.

In 1994, no one predicted that eBay would be one of the “killer
applications” of the World Wide Web. Today, the truth is no one
knows for sure what the breakthrough applications for this new
wireless network will be. But what we do know is that Bell will build
the network on which the new applications will run.

One real-world example of how our next generation wireless
network works today is the Ontario Provincial Police force’s unique
wireless application for their vehicles. Connected by Bell’'s wireless
network, frontline officers travel their beat in 300 police cruisers
equipped to function as “mobile offices.” Using this new application,
officers can access local and national databases to check for
outstanding warrants, past driving records and other information
before they pull a driver over. They also use the system to
automatically enter information from newly-issued citations directly
into the court system, cutting down on the risk of errors.

This is just one example of how we are building a wireless network
for something other than just voice. Once fully installed, this third
generation wireless network will provide broadband speeds to your
cellphone equal to the broadband Internet service you have at home
today. This network will provide the capability for true wireless video
and, subsequently, a new host of wireless applications.

Studies of our customers’ Internet usage have shown us that, as
children enter school, Internet usage climbs significantly. It also spikes
when children leave home to go away to university, because of the
use of e-mail to keep in touch. It seems odd, then, that a service so
vital to Canadian families should be so plagued with spam, computer
viruses, spyware, and adware. In fact, one study concludes that over
90 per cent of computers are unwitting hosts to some type of
computer virus.

As the provider of Sympatico, Canada’s most popular Internet
service, we took this problem seriously. We’ve responded by
introducing the industry’s most advanced security solutions to our
Sympatico subscribers. Leading-edge security features such as e-
mail anti-spam, e-mail anti-virus, anti-spyware and parental control
features. Such efforts keep more than 2.4 billion spam messages
from reaching customer e-mail boxes each day. We've also led an
extensive campaign by supporting organizations such as WebAware
and Cybertip.ca to combat the online victimization of children and
ensure safe use of the Internet.

be true.







be true.

Service is the essence of Bell Canada. It is in our DNA. It is our
single, unifying thread. It is why we are here.

Service also separates us from others. We have a long history with
the Canadian customer, from the first telephone to the most recent
connection. Our relationship with them goes beyond dollars and cents,
or even a dependable dial tone. We are committed to provide Canada
with the best communications system and the most reliable service
possible. This inspires and informs every aspect of our business, both
behind the scenes and face-to-face with the customer.

We are today and always will be true to this commitment. As we
introduce new products and services, as we work to change our
culture, as we simplify our operations, this will never change.
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Service in the Field

In Sainte-Thérése, Québec, at the top of a telephone pole,

Bell Canada technician Frangois Laporte has been splicing icy wires
for hours. With several hours to go before his job is finished, Frangois
is glad his helmet has a flashlight. Frangois is exceptional. But at Bell,
he is not unusual.

Frangois’ job is linked to those of hundreds of other behind-the-
scenes Bell technicians and engineers. They share a goal: to create
and maintain the best network possible and to move mountains to
restore service on those rare occasions when it goes down. Because
of their tireless efforts, people take the dial tone for granted. And
that’s how it should be.

We engineered reliability into our network. But first, we engineered
that same reliability into our culture. If you stripped away Bell’s
125 years of accomplishments, a single core value remains, the same
value at work behind every metre of wire laid: service. As we work to
create an entirely IP-based network, Bell’s customers can look
forward to a system whose simplicity and reliability improves their
lives and carries on our heritage of reliable service.

A Culture of Confidence

Moments of Truth




When Stéphane Gemme, a call centre manager for Bell in Montréal,
saw a competitor launch a voice product on the city’s South Shore, he
didn’t wait for an order from the top before he took action. Stéphane
simply saw an opportunity to help his company. In fact, he felt a
responsibility to do so.

Calling an on-the-spot meeting with his call centre staff, Stéphane
and his team—known at the call centre as “the Out Bounders™—
developed a plan. They identified and approached existing
Bell customers on the South Shore and offered them product bundles
—Bell's special service packages—to thank them for their long-term
relationship with Bell, and to extend the relationship for an additional
two years.

The Out Bounders are special employees, but there are others at
Bell. Every day, from all across the company, more and more people
are taking action, making decisions and making a difference. We are
building a culture of confidence at Bell, a culture present at the
founding of our company and that has sustained us over the course of
our history. Our employees draw strength from being part of that
proud tradition and look for opportunities and then follow through.
40,000 minds, millions of ideas. Endless potential for Bell.
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Every customer interaction is a moment of truth. Every call to
customer service, every e-mail, every product installation, every time
a bill arrives. Thousands of moments of truth for Bell, each and every
day. If a customer has a negative experience with Bell, we fail those
moments of truth—and we fail ourselves.

We know that last year, in the eyes of many of our customers, we
failed. The introduction of a new Bell Mobility billing system was a
very difficult time for the company and it damaged very important
relationships built up with our customers over the years.

But we resolved not to let that be the lasting impression. So we are
fixing our billing mistakes, correcting our errors; we've apologized to
the customers affected. We know that rebuilding those relationships
will take time and effort on our part; because that is how they were
built the first time.

We learn from our mistakes and move to take action so as not to
repeat them. We realize that each and every customer interaction is a
crucial moment for our company. Delivering reliable and responsive
customer service. These are our moments of truth.

be profitable.







be profitable.

The first duty of any corporation is to provide an increasing rate of
return to its shareholders. At Bell, we are making the decisions that
will result in profitable growth.

Our recent increase in the per-share dividend reflects our growing
confidence that our strategy is working. This is in large part a result of
the lower costs that will come from Galileo. By focusing on simplifying
our operations, we intend to lower costs while providing higher levels
of customer service. This will unleash our ability to generate profitable
growth in all three customer segments.
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The Broadband Home

Millions of Bell consumers are already living in the broadband future—
they just don’t know it. Millions more will be soon. Any house with Bell
DSL (Digital Subscriber Line) is connected to the IP network that
makes the broadband future a reality. When we complete our Fibre-
to-the-Node (FTTN) installation by the end of 2008, a high-speed
broadband connection eight times faster than today’s DSL lines will
come through the line into nearly every Bell customer’s house in the
Québec City to Windsor corridor. And because of that broadband
connection, Bell will be able to offer a wider and more varied selection
of services to our customers.

The Broadband Home will provide consumers with an endless
variety of entertainment, education and information options across a
variety of digital platforms, including television, home computers and
the telephone. And we are making it easy for our customers to choose
and use more Bell services. Our 2003 introduction of product bundles
allows customers of two or more Bell services (long distance,
wireless, video or Internet) to receive special pricing on these product
packages, including our revolutionary long distance bundle that allows
our customers nearly unlimited long distance calling anywhere in
North America for only $5 a month. In 2004, we sold almost 370,000
multi-product bundles.

Enterprise Moves to IP

Bringing IT Management to SMBs



Our 1,000 largest customers make up our Enterprise customer
segment. These large organizations have unique telecommunications
requirements, often extending into information technology and
database management.

Anticipating these needs, in 2004 Bell developed plans to move all
of our major Enterprise customers to IP-based networks. Among
notable clients making the move to IP-based networks was life
insurance giant Manulife Financial, which signed a $140 million,
seven-year agreement with us to move approximately 9,000 Manulife
employees onto a comprehensive IP network, including Voice over IP.
The conversion will deliver greater cost efficiencies and service levels
to Manulife, while also outsourcing the management of its call centres,
voice and data communications departments directly to Bell.

These solutions are examples of the types of value-added services
that Bell is bringing to the Enterprise market. Within that market,

Bell has become a major source of integrated telecommunications
and data services, including data security, call centre solutions,
network management and outsourcing and data storage networks. We
are increasingly focused on value-added solutions that offer services
beyond pure connectivity. These new services highlight the
advantages of our communications and technology integration
capabilities, our IP network and our experience in managing Canada’s
largest and most robust networks.
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Everyone at the Ambassador Hotel in Kingston, Ontario has
something to smile about. Thanks to a Bell Small-and-Medium-
Business representative working with them to find the right wireless
and wireline solutions. The hotel now features wireless technology
allowing guests to browse the Internet at their leisure from the comfort
of their room or from anywhere within the resort and allowing staff to
offer curb-side check in.

But the wireless technology doesn’t stop there. Hotel guests can
now use the hotel key card as a debit card. At the vending machine.
At the bar. At the pool. This means less time fumbling for cash, less
time worrying about which credit card to use, and more time simply
enjoying the trip.

For the facilities manager, this means less maintenance for the
vending machines and change machines. For the general manager, a
smoother-running operation with less cash on the premises, lowering
the risk of theft and vandalism. For the owners, reduced costs and
enhanced productivity of their staff.

This is just one example of how Bell is becoming the technology
advisor or Virtual CIO to more than 450,000 Bell SMB customers,
providing integrated communications and IT solutions that business
customers can afford.

be proud.







be proud.

The employees and shareholders of Bell Canada have many reasons
to be proud. Proud of what we have accomplished together, proud of
the important role that the company plays in Canada, proud of what
the future holds. For 125 years, Bell has formed an important part of
the fabric of this country.

With our sense of pride comes a sense of determination to
continue our tradition of success and accomplishment. The road
ahead will not be an easy one, and our successes will not be handed
to us; we will have to work for them. But there is no mistaking that we
are on the right road. A road that will reaffirm and continue the
important role we play for Canada.
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Olympic Partnership

We were honoured to be chosen by the Vancouver Organizing
Committee to be the Premier National Partner for the 2010 Olympic
and Paralympic Winter Games. These will be Canada’s games and
we are excited about our opportunity to bring them to our country and
bring Canada to the world. But of course, connecting Canadians to
each other and to the rest of the world is what we’ve always done.

Bell will provide the games with comprehensive communications
services. In addition, our CTV subsidiary was recently awarded
Canadian broadcast rights for the games. The Olympics will provide
us with an opportunity to showcase Bell technology, reliability and
service on the highest-profile stage in the world.

In addition to Vancouver, Bell was awarded the Canadian Olympic
Team sponsorship rights for the Torino 2006 Games, the Beijing 2008
Games and the 2012 Games.

The Olympics will be a centrepiece of our marketing efforts for the
next eight years—reinforcing our position as a truly national provider
of communications services. The partnership underscores our
commitment to strengthen the Bell brand in Western Canada and
across the country.

The Olympics are about excellence and achievement at the
highest levels. They are about values: participation, fair play,
international cooperation and being the best. These standards and
values are important at Bell. Our relationship with the Games is a
constant reminder to us of what it takes to succeed.

Corporate Responsibility

125th Anniversary



For 125 years, we have demonstrated our dedication to responsible
corporate citizenship. Of course, corporate citizenship starts with
running a successful business. Producing the goods and services that
customers need. Creating meaningful jobs for Canadians. Generating
a return for our shareholders so we can keep investing. But our
commitment to corporate responsibility goes beyond the economic
impact of our operations. We are proud of our strong and
internationally recognized governance principles and structure that
guide our approach to business. We take seriously our duty to help
safeguard the environment and have substantially reduced our
environmental impact.

The people of Bell have added to our heritage of service through
their own actions. We see it every day, most recently in their response
to the tragedy of the Asian tsunami. Within a month, Bell employees
had helped raise a million dollars for the relief effort.

We have recently embarked on a new approach to social
investment, called “Connected to Communities.” Our goal is to write a
new chapter in our corporate citizenship by searching for opportunities
where the public need meets the expertise of Bell. We intend to build
upon our existing corporate giving initiatives to focus on projects that
encourage economic development and the strengthening of social
foundations at the community level. The program will concentrate on
initiatives that benefit children and youth, the generation who will lead
us in the 21st century. BCE'’s full report on corporate responsibility is
available May 2, 2005 at www.bce.ca.
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We are the company that pioneered telecommunications in Canada.
There aren’t many businesses that can say they helped connect a
nation, but Bell Canada is one of them. There also aren’t many
businesses that last 25 years, let alone 125 years, but Bell is one of
those as well.

Across farms and fields, lakes, rivers and mountaintops, from city
to village to town, stretching from the Atlantic Ocean to the Pacific, we
provide Canadians with their preferred method of calling home on
holidays, checking out the latest news online, watching the game on
TV or just talking to a friend. At the same time, Canadian business
and industry rely on our network and our expertise. They count on
Bell to be there—no matter what. It is a proud legacy and for
125 years it has been uniquely the Bell Canada story.

Our role in Canada’s history provides a strong foundation as we
face the challenges ahead. Those challenges are real, but so too are
the rewards. As the dramatic communications revolution accelerates,
society will reap countless benefits from a faster, better-connected
world. We confidently look forward to that future.

be there. Providing connections Canada can count on. This has
defined Bell Canada for the last 125 years. Despite changes in
connectivity—wireline to wireless, cable to satellite, the advent of the
Internet—our tireless desire to deliver those connections hasn’t
changed. And as we turn to the years ahead, we will add to these
connections. The power of new generations of services delivered
simply and reliably. As this new century unfolds, we will continue to be
there, for each and every one of our customers.
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Please refer to the Management’s Discussion and Analysis

audited consolidated

financial statements when

reading this MD&A. You This management’s discussion and analysis of financial condition and results of operations (MD&A) comments on
will find more information BCE'’s operations, performance and financial condition for the years ended December 31, 2004 and 2003.

about BCE, including

BCE Inc.’s annual About Forward-Looking Statements

information form for the

year ended December 31,  Securities laws encourage companies to disclose forward-looking information so that investors can get a better

2004 (BCE 2004 AIF) understanding of the company’s future prospects and make informed investment decisions.

and recent financial BCE’s 2004 annual report, including this MD&A, contains forward-looking statements about BCE’s objectives,
reports, on BCE Inc.’s strategies, financial condition, results of operations, cash flows and businesses. These statements are forward-
website at www.bce.ca, looking because they are based on our current expectations, estimates and assumptions about the markets we
on SEDAR at operate in, the Canadian economic environment and our ability to attract and retain customers and to manage
www.sedar.com and on network assets and operating costs. It is important to know that:

EDGAR at www.sec.gov.
o forward-looking statements in BCE’s 2004 annual report, including this MD&A, describe our

In this MD&A, we, us, our expectations at March 2, 2005

and BCE mean BCE e our actual results could be materially different from what we expect if known or unknown risks affect our
Inc., its subsidiaries and business, or if our estimates or assumptions turn out to be inaccurate. As a result, we cannot guarantee that
joint ventures. any forward-looking statement will materialize and, accordingly, you are cautioned not to place undue

All amounts in this MD&A reliance on these forward-looking statements.
are in millions of e forward-looking statements do not take into account the effect that transactions or non-recurring or other
Canadian dollars, except special items announced or occurring after the statements are made may have on our business. For example,
where otherwise noted. they do not include the effect of dispositions, sales of assets, monetizations, mergers, acquisitions, other
business combinations or transactions, asset write-downs or other charges announced or occurring after
forward-looking when it forward-looking statements are made. The financial impact of such transactions and non-recurring and other
uses what we know and special items can be complex and necessarily depends on the facts particular to each of them. Accordingly,
expect today to make a the expected impact cannot be meaningfully described in the abstract or presented in the same manner as

statement about the known risks affecting our business.
future. Forward-looking

A statement we make is



statements may include
words such as anticipate,
believe, could, expect,
goal, guidance, intend,
may, objective, outlook,
plan, seek, should, strive,
target and will.

Non-GAAP Financial
Measures

This section describes the
non-GAAP financial
measures we used in the
MD&A to explain our
financial results. It also
provides reconciliations of
the non-GAAP financial
measures to the most
comparable Canadian
GAAP financial
measures.

e we disclaim any intention and assume no obligation to update any forward-looking statement even if new
information becomes available as a result of future events or for any other reason.

Risks that could cause our actual results to materially differ from our current expectations are discussed throughout
this MD&A and, in particular, in Risks that Could Affect Our Business .

Non-GAAP Financial Measures
EBITDA

The term EBITDA does not have any standardized meaning prescribed by Canadian generally accepted accounting
principles (GAAP). It is therefore unlikely to be comparable to similar measures presented by other companies.
EBITDA is presented on a consistent basis from period to period.

We use EBITDA, among other measures, to assess the operating performance of our ongoing businesses
without the effects of amortization expense, net benefit plans cost, and restructuring and other items. We exclude
amortization expense and net benefit plans cost because they largely depend on the accounting methods and
assumptions a company uses, as well as non-operating factors, such as the historical cost of capital assets and the
fund performance of a company’s pension plans. We exclude restructuring and other items because they are
transitional in nature.

EBITDA allows us to compare our operating performance on a consistent basis. We believe that certain investors
and analysts use EBITDA to measure a company’s ability to service debt and to meet other payment obligations, or
as a common valuation measurement in the telecommunications industry.

The most comparable Canadian GAAP financial measure is operating income. The tables on the next page are
reconciliations of EBITDA to operating income on a consolidated basis for BCE and Bell Canada.
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EBITDA

We define EBITDA
(earnings before interest,
taxes, depreciation and
amortization) as operating
revenues less operating
expenses, which means it
represents operating
income before
amortization expense, net

BCE 2004 2003
EBITDA 7,564 7,410
Amortization expense (3,108) (3,100)
Net benefit plans cost (256) (175)
Restructuring and other items (1,224) (14)
Operating income 2,976 4,121




benefit plans cost, and
restructuring and other

items. BELL CANADA 2004 2003
EBITDA 7,111 7,001
Amortization expense (2,962) (2,970)
Net benefit plans cost (235) (181)
Restructuring and other items (1,219) (14)
Operating income 2,695 3,836

Operating Income Before Restructuring and Other ltems

The term operating income before restructuring and other items does not have any standardized meaning
prescribed by Canadian GAAP. It is therefore unlikely to be comparable to similar measures presented by other
companies.

We use operating income before restructuring and other items, among other measures, to assess the operating
performance of our ongoing businesses without the effects of restructuring and other items. We exclude these
items because they affect the comparability of our financial results and could potentially distort the analysis of
trends in business performance. The exclusion of these items does not imply they are necessarily non-recurring.

The most comparable Canadian GAAP financial measure is operating income. The table below is a
reconciliation of operating income to operating income before restructuring and other items on a consolidated

basis.

2004 2003
Operating income 2,976 4,121
Restructuring and other items 1,224 14
Operating income before restructuring and other items 4,200 4,135

Net Earnings Before Restructuring and Other ltems and Net Gains on Investments

The term net earnings before restructuring and other items and net gains on investments does not have any
standardized meaning prescribed by Canadian GAAP. It is therefore unlikely to be comparable to similar measures
presented by other companies.

We use net earnings before restructuring and other items and net gains on investments, among other measures,
to assess the operating performance of our ongoing business without the effects of after-tax restructuring and other
items and net gains on investments. We exclude these items because they affect the comparability of our financial
results and could potentially distort the analysis of trends in business performance. The exclusion of these items
does not imply they are necessarily non-recurring.

The most comparable Canadian GAAP financial measure is net earnings applicable to common shares. The table
below is a reconciliation of net earnings applicable to common shares to net earnings before restructuring and other
items and net gains on investments on a consolidated basis and per common share.

2004 2003

TOTAL PER SHARE TOTAL PER SHARE

Net earnings applicable to common shares 1,523 1.65 1,744 1.90

Restructuring and other items 772 0.83 3 -

Net gains on investments (423) (0.46) 2 -
Net earnings before restructuring and other

items
and net gains on investments 1,872 2.02 1,749 1.90
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Free Cash Flow

We define free cash flow
as cash from operating
activities after capital
expenditures, total
dividends and other
investing activities.

Management’s Discussion and Analysis
Free Cash Flow

The term free cash flow does not have any standardized meaning prescribed by Canadian GAAP. It is therefore
unlikely to be comparable to similar measures presented by other companies. Free cash flow is presented on a
consistent basis from period to period.

We consider free cash flow to be an important indicator of the financial strength and performance of our business
because it shows how much cash is available to repay debt and to reinvest in our company. We believe that certain
investors and analysts use free cash flow when valuing a business and its underlying assets.

The most comparable Canadian GAAP financial measure is cash from operating activities. The table below is a
reconciliation of free cash flow to cash from operating activities on a consolidated basis.

2004 2003
Cash from operating activities 5,519 5,968
Capital expenditures (3,364) (3,167)
Total dividends paid (1,381) (1,274)
Other investing activities 124 62
Free cash flow 898 1,589
Restructuring and other items 194 -
Free cash flow before restructuring and other items 1,092 1,589

About Our Business

BCE is Canada’s largest communications company. Our primary focus is Bell Canada, which is Canada’s leading
provider of wireline and wireless communications services, Internet access, data services and video services to
residential and business customers, and represents the largest component of our business. We report Bell Canada’s
results of operations in four segments. Each reflects a distinct customer group: Consumer, Business, Aliantand
Other Bell Canada. All of our other activities are reported in the Other BCE segment. Our reporting structure reflects
how we manage our business and how we classify our operations for planning and measuring performance. We
discuss our consolidated operating results in this MD&A, as well as the operating results of each segment. See Note
2 to the consolidated financial statements for information about our segments. We also discuss our results by
product line to give further insight into these results.

The chart below shows the operating revenues that each segment contributed to total operating revenues for the
year ended December 31, 2004. Some of these revenues vary slightly by season. For example, Business segment
revenues tend to be higher in the fourth quarter because of higher levels of voice and data equipment sales.
Revenues for the Other BCE segment tend to be highest in the fourth quarter and lowest in the third quarter
because of seasonal patterns in advertising spending in the fall and summer respectively. Our operating income can
also vary slightly by season. For example, Consumer segment operating income tends to be lower in the fourth
quarter due to the higher acquisition costs related to higher subscriber gains in the holiday season.

SEGMENTED HEVENUE BREAKDOWN

W ComuEmer W BHusines W Ceher BCE
W Othor Bell Canads Altant

Consumer Segment

The Consumer segment provides local telephone, long distance, wireless, Internet access, video and other services
to Bell Canada’s residential customers, mainly in Ontario and Québec. Wireless services are also offered in Western
Canada and video services are provided nationwide.

Local telephone and long distance services are sold under the Bell brand, wireless services through Bell Mobility,
Internet access under the Sympatico brand and video services through Bell ExpressVu.

Business Segment

The Business segment provides local telephone, long distance, wireless, data (including Internet access) and other
services to Bell Canada’s small and medium-sized businesses (SMB) and large enterprise (Enterprise)
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customers in Ontario and Québec, as well as business customers in Western Canada.

In 2004, Bell Canada acquired several small specialized service companies, allowing us to quickly enhance our
value-added services (VAS) product suite for both SMB and Enterprise customers.

In the third quarter, we enhanced our competitive position in Western Canada by acquiring 100% ownership of
Bell West Inc. (Bell West), our competitive local exchange carrier (CLEC) in Alberta and British Columbia, by
completing the purchase of Manitoba Telecom Services Inc.’s (MTS) interest in Bell West.

In the fourth quarter of 2004, we further enhanced our competitive position in Western Canada by completing the
acquisition of the Canadian operations of 360networks Corporation (360networks) as well as certain U.S. network
assets. This acquisition increases our customer base and gives us an extensive fibre network across major cities in
Western Canada.

Aliant Segment

The Aliant segment provides local telephone, long distance, wireless, data (including Internet access) and other
services to residential and business customers in Atlantic Canada, and represents the operations of our subsidiary,
Aliant Inc. (Aliant).

At December 31, 2004, Bell Canada owned 53% of Aliant. The remaining 47% was publicly held.

Other Bell Canada Segment

The Other Bell Canada segment includes Bell Canada’s Wholesale business and the financial results of Télébec
Limited Partnership (Télébec), NorthernTel Limited Partnership (NorthernTel) and Northwestel Inc. (Northwestel).
Our Wholesale business provides local telephone, long distance, wireless, data and other services to competitors
who resell these services. Télébec, NorthernTel and Northwestel provide telecommunications services to less
populated areas of Québec, Ontario and Canada’s northern territories.

Following the purchase of 360networks, Bell Canada sold 360networks’ retail customer operations in Central and
Eastern Canada to Call-Net Enterprises Inc. (Call-Net). As part of the sale, Bell Canada will provide to Call-Net, for a
share of the revenues, network facilities and other operations and support services.

At December 31, 2004, Bell Canada owned 100% of Northwestel and 63% of Télébec and NorthernTel. The
Bell Nordig Income Fund owned the remaining 37%.

Other BCE Segment

The Other BCE segment includes the financial results of our media, satellite and information technology (IT)
businesses as well as the costs incurred by our corporate office. This segment includes Bell Globemedia Inc.
(Bell Globemedia), Telesat Canada (Telesat) and CGl Group Inc. (CGl).

Bell Globemedia provides information and entertainment services to Canadian customers and access to
distinctive Canadian content. It includes CTV Inc. (CTV), Canada’s leading private broadcaster, and The Globe and
Mail, Canada’s leading national newspaper. BCE Inc. owns 68.5% of Bell Globemedia. The Woodbridge Company
Limited and affiliates own the remaining 31.5%.

Telesat is a pioneer in satellite communications and systems management and is an experienced consultant in
establishing, operating and upgrading satellite systems worldwide. BCE Inc. owns 100% of Telesat.

CGil is one of Canada’s largest IT services companies. It provides a full range of IT services and business
solutions including outsourcing, systems development and integration and consulting. CGl is publicly traded.

BCE Inc. owns 29% of CGl.

Bell Canada Products and Services
Bell Canada is our primary focus and the largest component of our business. It has six major lines of business:

e local and access services
e long distance services

e wireless services

e data services

e video services

o terminal sales and other.

Local and Access Services

Bell Canada operates an extensive local access network that provides local telephone services to business and
residential customers. The 12.9 million local telephone lines, or network access services (NAS), we provide for our
customers are key in establishing customer relationships and are the foundation for the other products and services
we offer.
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Local telephone service is the main source of local and access revenues. Other sources of local and access
revenues include:

e value-added services, such as call display, call waiting and voicemail

e services provided to competitors accessing our local network

e connections to and from our local telephone service customers for competing long distance companies
o subsidies from the National Contribution Fund to support local service in high-cost areas.

Rates for local telephone and value-added services in our incumbent territories are regulated by the Canadian
Radio-television and Telecommunications Commission (CRTC).

The local telephone services market became more competitive in 2004 when several companies launched voice
over Internet protocol (VolP) services. In 2004, we launched our own VolP service for Enterprise customers and are
currently conducting trials of a version for residential customers. Several major cable companies recently entered, or
announced their intention to enter, the local telephone services market in 2005 with VolP offerings of their own.

Long Distance Services

We supply long distance voice services to business and residential customers. We also receive settlement payments
from other carriers for completing their customers’ long distance calls in our territory.

Prices for long distance services have been declining since this market was opened to competition. In 2004, the
long distance services market became more competitive with the emergence of non-traditional suppliers (i.e.,
prepaid card, dial-around and VolP providers).

Wireless Services

We offer a full range of wireless communications services to business and residential customers, including cellular,
personal communications services (PCS) and paging. PCS customers can get wireless access to the Internet
through our Mobile Browser service or send text messages. We also provide value-added services, such as call
display and voicemail, and roaming services with other wireless service providers. Customers can choose to pay for
their cellular and PCS services through a monthly rate plan (postpaid) or in advance (prepaid). At the end of 2004,
we had more than 5.3 million cellular, PCS and paging customers.

The wireless division of each of our incumbent telephone companies provides wireless communications in its
home territory, except for Bell Mobility Inc. (Bell Mobility), which provides these services in its home territory, as well
as Alberta and British Columbia.

Our wireless network provides voice services and data services at typical transmission speeds of approximately
120 Kbps. At the end of 2004, our wireless network covered:

e 95% of the population in Ontario and Québec, which is equivalent to our analogue coverage in this region
o 88% of the population in Atlantic Canada
e Calgary, Edmonton and Vancouver in Western Canada.

In December 2004, we announced we were in trials for Canada’s first Evolution, Data Optimized (EVDO) network,
which will provide wireless broadband speeds up to six times faster than data speeds available today. We expect to
deploy EVDO in major urban centres across Canada in 2005 and 2006.

We also announced a joint venture with the Virgin Group to offer wireless services to the key youth market under
the dynamic Virgin brand.

Data Services

High-speed Internet access service provided through digital subscriber line (DSL) technology for residential and
SMB customers is a growth area for Bell Canada. At the end of 2004, we had over 1.8 million high-speed Internet
customers.

We expanded our DSL footprint in Ontario and Québec to 83% of homes and business lines passed at the end
of 2004, compared to 80% at the end of 2003. This was partly due to the deployment of new high-speed remotes that
began in April 2004. In Atlantic Canada, DSL was available to 72% of homes and 79% of businesses at the end
of 2004, compared to 65% and 75%, respectively, at the end of 2003.

During 2004, we upgraded our Sympatico DSL services by increasing our High Speed Edition to up to 3 Mbps
from 1.5 Mbps and our Ultra service from 3 Mbps to up to 4 Mbps.
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We offer a full range of data services to business customers, including Internet access, Internet protocol ( IP)
based services, VAS and equipment sales. While we still offer legacy data services such as frame relay and
asynchronous transfer mode (ATM), we began the process of discontinuing legacy data services by announcing
in 2004 that we would not sell several of these services to customers who do not use them currently.

Video Services

We are Canada’s largest digital television provider, broadcasting nationally more than 400 video and CD-quality
audio channels, including up to 25 high definition channels and unique interactive television services. At the end

of 2004, we provided video services to more than 1.5 million customers. We currently distribute our video services to
customers in one of two ways:

e direct-to-home (DTH) satellite: we have been offering DTH video services nationally since 1997. We use three
satellites, Nimiq 1, Nimiq 2, and Nimiq 3. We added Nimiq 3 in 2004 to improve signal strength and reliability
while increasing capacity.

e very high bit rate DSL (VDSL): in 2003, we began expanding our reach to the Toronto multiple-dwelling unit
(MDU) market through the use of VDSL. The MDU market represents approximately 40% of all households in
Toronto. In 2004, we increased our penetration of the Toronto MDU market and also began deploying VDSL
in the MDU markets in Montréal and Ottawa.

In the future, we plan to provide an IPTV service (video over Internet protocol) terrestrially to urban households in the
Québec City to Windsor corridor. In 2004, we received CRTC approval of our broadcast licence application to deliver
video services terrestrially to single family units (SFUs). We plan to conduct trials of our IPTV service in 2005.

Signal piracy is a major issue facing the Canadian broadcasting industry. In order to combat DTH signal piracy,
in 2004 we began the deployment of a new conditional access system. All new customers are now supplied with the
new system, and the replacement of old smart cards is expected to be completed in the second half of 2005. During
the transition to the new system, we are continuing our electronic countermeasure program, which transmits
electronic signals that disable set top boxes that use illegal cards to steal programming.

Terminal Sales and Other

This category includes revenues from a number of other sources, including:

e renting, selling and maintaining business terminal equipment
o wireless handset and video set top box sales

e network installation for third parties

e |T services provided by Aliant.

Discontinued Operations

In the past two years, we have disposed of or approved formal plans for disposing of a number of our businesses.
These include:

e Aliant’'s emerging business segment. lts assets were sold in 2003.

¢ Aliant’'s remote communications segment, which consisted mainly of Aliant’s investment in Stratos Global
Corporation (Stratos). Stratos was sold in December 20083.

e Emergis Inc.’s (Emergis) US Health operations, which were sold in March 2004

e Emergis, which was sold in May 2004.

All of these business dispositions were treated as discontinued operations.

In treating business dispositions as discontinued operations, we restated the financial results of all previous years
to exclude the results of these businesses. They are presented separately in the consolidated financial statements
and are discussed separately in this MD&A.

Our Strategic Priorities

The telecommunications industry continues to evolve rapidly as the industry moves from multiple service-specific
networks to IP-based integrated communications networks where text, video, sound and voice all travel on a single
network. While IP-based communications is creating a new competitive landscape with reduced barriers to entry, it
also unleashes new growth opportunities and the ability to achieve significant cost savings.

In 2004, we embarked on our strategy to deliver unrivalled integrated communications to customers across
Canada with the overall objective of taking a leadership position in setting the standard in IP for the industry and for
our customers. Leveraging the
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opportunities created by IP-based communications should allow us to deliver on the guiding principles of our strategy
of customer simplification, innovation and efficiency. This strategy is founded on three priorities:

1. Deliver an enhanced customer experience with the objective of enabling a significantly lower cost structure at
Bell Canada.

A year ago we announced a far-reaching, company-wide program called Galileo (Galileo) designed to simplify and
enhance the customer experience. In the Consumer segment, Galileo aims to unify the customer experience across
all product lines, and eliminate the costs of complexity associated with multiple systems and processes. In the
Business segment, Galileo aims to deliver to customers a streamlined service offer based on IP, thereby eliminating
the costs of multiple data networks and related processes.

In 2004, we made significant progress on our Galileo initiatives in both our Consumer and Business segments.

In our Consumer segment:

e we gained 369,000 subscriptions to the Bell bundle (a combination of wireless, Internet and video services in
one offer), bringing our total sales to 431,000 since it was launched in September of 2003. Over the year,
48% of new bundle activations, 49% of fourth quarter activations and 51% of December activations included
the sale of at least one new service.

e the $5 Long Distance Bundle that we introduced in June 2004 was extremely successful, gaining
approximately 229,000 customers by year end

e we completed a major overhaul of Bell ExpressVu’s service offerings to stimulate growth and invigorate the
business. This included repackaging programs and simpler pricing.

e we completed the migration of all Bell Mobility postpaid customer accounts to a new billing platform that will
enable us to consolidate all of a customer’s services onto a single bill

e we also made significant advancements in improving the customer experience in our corporate stores.

In our Business segment:

e we made significant progress on our key objective of having 100% of our core traffic moved to a pervasive
national IP multi-protocol label switching (IP MPLS) network by the end of 2006. At the end of 2004, 61% of
the traffic on our core network was IP-based.

e we also began the process to discontinue several legacy data services by announcing in 2004 that we would
not sell these services to customers who do not use them currently. This list of legacy services includes
Frame Relay, ATM, Megastream, Bell Electronic Business Network, some business long distance services
from the VNet portfolio (virtual corporate network services for large companies) and some packet services
from the Datapac portfolio.

In 2005, we will continue to work on both of these areas.

In Consumer, we will continue to deliver on our strategy to win the broadband home. In particular, we:

e aim to significantly increase the number of customers on the Bell bundle
o will launch a redesigned Bell.ca site with the objective of increasing online sales
e will rollout a new, simpler bill for our customers.

In Business, we will:

e continue the process of discontinuing legacy data services by expanding the list of services that will no longer
be sold to customers who do not currently use them and by beginning to stop selling these services to existing
customers

e continue to actively encourage customers to adopt new IP-based services as well as to migrate from legacy
services to new IP-based services

e increase the adoption of self-serve and web-based interfaces by Enterprise customers

e eliminate network elements and standardize core operating processes.

By the end of 2006, through our Gallileo initiatives, we are targeting to remove between $1 billion and $1.5 billion in
annual costs from our current cost structure.

2. Deliver abundant bandwidth to enable all the services of the future with the reliability and security that customers
require.

Over the next four years, we plan to make a significant investment to expand the reach and amount of bandwidth
available to customers. We are aiming to be able to deliver by 2008 up to 26 Mbps to 85% of urban households in the
Québec City to Windsor corridor, or
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approximately 4.3 million households. Four million of these households will be SFUs that will be served using a fibre-
to-the-node (FTTN) architecture capable of delivering IPTV service. The remaining 300,000 households will be
MDUs served using VDSL.

In 2004, we began our FTTN rollout by deploying new high-density remotes in 376 neighbourhoods. Although not
yet capable of providing video services, these remotes did enable the expansion of our high-speed Internet access
footprint in Ontario and Québec to 83% of homes and business lines passed, compared to 80% at the end of 2003.
We also made solid progress in the deployment of VDSL to MDUs. By the end of the year, we had signed access
agreements with 335 buildings.

In 2005, we plan to continue our FTTN rollout and conduct trials of our IPTV service. By year end, we expect to
have deployed new high-density remotes to 2,500 neighbourhoods, representing a footprint of approximately
1.1 million households. We plan to also continue our VDSL expansion into the MDU markets of Toronto, Montréal
and Ottawa.

We were also the first in Canada to announce plans to deploy the third generation ( 3G) of wireless mobile
communications. Through our investment in EVDO, we will offer wireless broadband speeds of up to 2.4 Mbps, six
times faster than the speeds that exist today. We intend to deploy EVDO in major urban centres across Canada
in 2005 and 2006.

3. Create the next-generation services to drive future growth.

We continue to leverage our network capabilities, customer base and market knowledge to deliver innovative next-
generation services. We plan to develop applications together with our wide array of partners, integrate them into
useful services and bring these services to market using our strong brand, customer reach and channels.

In 2004, our Consumer segment provided next-generation services with:

e the launch of Sympatico-MSN.ca, a single portal combining the best features and Internet tools of MSN
Canada Co. with the broadband content and innovative services of Sympatico.ca

e the introduction of MSN Premium

o the launch of Sympatico Home Networking (an integrated wireless high-speed modem and router solution)

e the launch of leading-edge wireless location-based services

e the launch of wireless phone-to-phone video messaging service.

For Enterprise customers, we launched our Managed IP Telephony service. By year end, Bell Canada had sold more
than 145,000 IP-enabled lines on customer premises equipment (CPE). We also enhanced our portfolio of value-
added services through the acquisitions of:

e Infostream Technologies Inc. (Infostream), a systems and storage technology firm, addressing customer
needs for secure and reliable information storage and redundant backup capabilities

e approximately 76% of Elix Inc. (Elix), a provider of call routing and management systems, IT applications
integration, and design and implementation of electronic voice-driven response systems

e the security business of Emergis.

As part of our strategy to become the technology advisor of choice to SMB customers, we:

¢ launched Productivity Pak (a self-serve bundle of tools that enables SMB customers to more easily access
and share information) and ProConnect (a fully-managed service enabling the sharing of information easily,
securely and affordably across the most extensive private IP-based network in Canada)

e acquired IT solutions provider Charon Systems Inc. (Charon) and, by February 21, 2005, an 89% interest in
IT solutions provider Nexxlink Technologies Inc. (Nexxlink)

e on December 14, 2004, announced an initiative with Microsoft Canada Co. whereby Bell Canada will combine
telecommunications services and Microsoft software-based solutions to bring SMB customers reliable,
secure, productivity-enhancing services at affordable prices.

In 2005, we plan to introduce Internet telephony service for consumers. In the Enterprise unit, we are targeting to
increase the proportion of our customers in the Enterprise market purchasing value-added solutions. In the SMB
market, we intend to reinvent the way information technology and telecom are integrated with the objective of

increasing the number of SMB customers that view Bell Canada as their virtual Chief Information Officer (VCIO).
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The Year at a Glance

This section reviews the
key measures we use to
assess our performance
and how our results in
2004 compare to our
results in 2003.

Management’s Discussion and Analysis

We will exploit the IP capability to achieve interoperability between wireless and wireline platforms. For instance,
in 2005 we are targeting to bring to market an integrated single-voice mailbox for both cellular and land lines to allow
customer access to voicemail messages through a single voicemail system.

The Year at a Glance

The results for 2004 demonstrate steady progress on our strategic objectives. We set a solid foundation for future
growth, simplification of our customers’ experience and the transformation of our cost structure. Overall, our 2004
revenue growth performance exceeded the rate of growth achieved last year. The decrease in operating income
was driven mainly by the restructuring and other items mainly related to the employee departure programs
announced by Bell Canada and Aliant. Before restructuring and other items, operating income grew compared to last
year, despite the negative impact of Aliant’s labour disruption. This growth reflected better operating performance at
Bell Canada.

In the Consumer segment, we achieved solid revenue and operating income growth, while maintaining strong
levels of customer acquisitions and loyalty. Bundle subscriptions, a key part of our strategy to win the broadband
home, significantly exceeded our expectations for the year.

In the Business segment, we grew our base of IP-based services and VAS within our SMB and Enterprise
markets and expanded our presence in Western Canada. Overall, Business revenues grew modestly, despite
increased competitive pressures, significant impacts from our exit from the low-margin cabling business, the
completion of the Hydro-Québec outsourcing contract and lower revenues from Bell West’s contract with the
Government of Alberta for the construction of the SuperNet. The improved momentum in our IP-connectivity and
VAS business, combined with strong cost containment, led to operating income growth.

In the Aliant segment, a new collective labour agreement was signed on September 16, 2004. The labour
disruption, which started on April 23, 2004 and ended on September 20, 2004, negatively impacted revenues and
operating income.

In the Other Bell Canada segment, market challenges persisted throughout the year for our Wholesale business.
While full year revenues declined, this was in part due to our decision in the fourth quarter of 2003 to exit certain low-
margin contracts and promotional offers for international switched minutes. In the last three quarters of the year, the
rate of decline stabilized.

In the Other BCE segment, Bell Globemedia delivered strong revenue and operating performance compared to
last year, largely driven by higher television advertising revenue. Higher advertising revenue resulted from CTV’s
programming line-up which included the majority of the top 20 programs in each season. The improvement in
revenue, combined with cost savings, contributed to significantly higher operating performance compared to 2003.
Telesat’s revenues improved in 2004 as an increase in telecommunications revenue more than offset declines in
consulting fees. CGl’s revenues also increased due to its acquisition of American Management Systems
Incorporated (AMS) in May 2004.

Customer Connections

2004 CONNECTIONS AT
DECEMBER 31,

(in thousands) NET ADDS 2004
NAS (146) 12,905
Digital equivalent access lines 468 4,335
High-speed Internet 350 1,808
Dial-up Internet (126) 743
Cellular and PCS 513 4,925
Paging (97) 427
Video 116 1,503
Total 1,078 26,646

The total number of customer connections increased 4.2% or 1.1 million to 26.6 million at December 31, 2004,
compared to December 31, 2003.

Wireless
Our total cellular and PCS subscriber base grew 11.6% or 513,000 in 2004 to reach 4,925,000 at December 31,

2004. This reflects a similar level of net additions as in 2003. We also improved blended and postpaid churn by 0.1
and 0.2 percentage points, respectively, over 2003.
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Operating
Income/EBITDA

EBITDA margin is
EBITDA divided by

operating revenues.

High-Speed Internet
Our DSL high-speed Internet business added 350,000 customers in 2004, increasing our DSL customer base by
24% to reach 1,808,000 at December 31, 2004. The additions achieved in 2004 were slightly lower than the 358,000

subscribers added in 2003. We also more than doubled our subscriptions to Sympatico value-added solutions over
December 31, 2003, to reach an end of period count of 624,000.

Video

We gained momentum in our video business in 2004, ending the year with over 1.5 million subscribers, growing by
8.4% over 2003. During the year, we had 116,000 net activations, an increase of 40% over 2003. Bell ExpressVu
achieved its target in the deployment of VDSL to MDUSs, signing access agreements for 335 buildings by year end.
NAS

Our NAS levels declined 1.1% or 146,000 in 2004, similar to the rate of decline in 2003, reflecting the substitution of
wireline with wireless services and a reduction in the number of second lines as a result of growth in high-speed
Internet access.

Operating Revenues

OPERATING REVENUES

Operating revenues increased 2.4% or $456 million to $19,193 million in 2004, compared to 2003. This reflects a
rate of growth which exceeded our 2003 performance. Bell Canada contributed most of the increase despite the
trailing effects of the implementation of a new wireless billing system and a prolonged labour disruption at Aliant.

Bell Canada’s revenue growth reflects improved performance in the Consumer segment stemming from stronger
wireless, Internet access and video services, along with higher IP-connectivity and VAS revenues in the Business
segment.

Revenue growth was enhanced further by higher revenues at CGl, resulting from the AMS acquisition, and at
Bell Globemedia, resulting from higher television advertising revenues due to strong ratings performance.

Operating Income/EBITDA

EHITDA

W ERITDA W ERITDA margio

Operating income for the year declined $1,145 million to $2,976 million in 2004, compared to 2003. This was mainly
a result of restructuring and other items of $1,224 million recorded in 2004. The cost of the employee departure
programs announced at Bell Canada in June of this year, encompassing a total of 5,052 employees, and at Aliant,
announced in the fourth quarter this year encompassing a total of 693 employees, amounted to $1,063 million. In
addition, the labour disruption at Aliant had an estimated negative impact of $68 million on operating income.
Operating income before restructuring and other items increased 1.6% or $65 million to $4,200 million in 2004,
compared to 2003, despite the estimated negative impact of $68 million of the Aliant labour disruption. This increase
reflects EBITDA growth, partially offset by higher net benefit plans cost.
EBITDA grew 2.1% or $154 million to $7,564 million in 2004, compared to 2003, driven mainly by improvements
at Bell Canada and the Other BCE segment. Growth was 3.0% excluding the estimated negative impact of
$71 million from the Aliant labour disruption. EBITDA growth at Bell Canada was driven by continued improvement
in wireless, Internet access and video services.
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Net Earnings

ROE (return on common
shareholders’ equity) is
calculated as net earnings
applicable to common
shares as a percentage of
average common
shareholders’ equity.

Capital Expenditures

Capital intensity is capital
expenditures divided by
operating revenues. ltis a
key financial measure that
we use to assess our
performance and that of
our business units.

Management’s Discussion and Analysis

EBITDA erosion in our legacy services was offset by a continued focus on productivity, as well as EBITDA
contributions from IP connectivity, VAS and VCIO revenue gains in our Business segment.

The Other BCE segment also contributed to the overall EBITDA growth. Bell Globemedia’s EBITDA
improvement reflects a higher level of television advertising revenue and benefits from cost savings. CGI's EBITDA
improvement reflects the benefit of the AMS acquisition.

Our EBITDA margin for the year was 39.4%, down 0.1 percentage points from 2003, reflecting a lower EBITDA
margin at CGl and higher corporate expenses, which more than offset margin improvement at Bell Canada.

Bell Canada’s EBITDA margin of 42.4% reflected a 0.3 percentage point improvement over last year. Wireless
EBITDA grew significantly, driving a 5.2 percentage point margin improvement despite the adverse impacts of the
implementation of a new billing system. We achieved EBITDA margin improvement by better managing acquisition
costs per gross activation, particularly in the wireless business, and by placing a greater emphasis on more profitable
contracts within the Enterprise and Wholesale markets. The negative impact of the Aliant employee strike and the
cost of the billing system implementation partly offset the improvement at Bell Canada.

Net Earnings/Earnings per Share (EPS)

EFs

£1.90
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Net earnings applicable to common shares for 2004 were $1,523 million, or $1.65 per common share. This compared
to net earnings of $1,744 million, or $1.90 per common share in 2003. ROE was 12.5% in 2004, compared to 15.1%
last year. Included in 2004 net earnings were net losses of $349 million after taxes and non-controlling interest, or
$0.37 per common share, consisting primarily of:

e restructuring and other items of $772 million or $0.83 per share, mainly relating to the employee departure
programs announced at Bell Canada ($647 million) and Aliant ($24 million), partly offset by:

e net gains of $423 million from the sales of our investment in MTS, our remaining interest in YPG General
Partner Inc. (YPG) and our interest in Emergis, and the gain on the purchase of 360networks, which reflected
the excess of the fair value of the net assets acquired over the purchase price.

This compared to net losses of $5 million included in 2003 net earnings due mainly to the loss on sale of Emergis’
US Health operations, which was partly offset by a gain on sale of an interest in YPG.

Excluding the impact of these items, net earnings grew 7.0% to $1,872 million, or $2.02 per share, in 2004, an
increase of $123 million, or $0.12 per share, yielding an ROE of 15.2%, which is similar to last year. This increase
reflected the improvement in operating income and lower interest expense.

Capital Expenditures

CAPITAL EXPENDITURES

[ |
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Capital expenditures increased 6.2% or $197 million to $3,364 million in 2004, compared to 2003. Capital spending
as a percentage of revenues was 17.5% in 2004, compared to 16.9% in 2003. Capital intensity at Bell Canada also
increased from 17.4% to 18.0%. Capital spending at Bell Canada in 2004 reflected a mix of higher investment in the
growth areas of the business and reduced expenditures in legacy areas.

Our key strategic investments this year included the migration to one national IP MPLS network, our VDSL
deployment strategy, our DSL footprint expansion facilitated through the deployment of new high-density remotes,
and productivity enhancement initiatives. Higher spending related to satellite builds at Telesat also contributed to the
increase.
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Cash Flows

Net debt to capitalization
ratio is a key measure we
use to assess our
financial condition. It
shows how much net debt
(debt due within one year
and long-term debt, net of
cash) we have in relation
to our capitalization (total
net debt, non-controlling
interest and shareholders’

equity).

Cash Flows
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Cash from operating activities decreased 7.5% or $449 million to $5,519 million in 2004, compared to 2003. The
decline resulted mainly from cash tax refunds of $440 million received in 2003 that did not recur this year, higher
cash payments related to the employee departure programs and higher working capital requirements, partly offset by
the receipt of $75 million from the settlement of lawsuits against MTS and Allstream Inc. (Allstream).

We generated free cash flow for the year totalling $898 million or $1,092 million before restructuring and other
items. Compared to 2003, free cash flow was down $691 million, mainly reflecting the $449 million decline in cash
from operating activities and higher capital expenditures of $197 million.

Our net debt to total capitalization ratio improved to 42.8% at December 31, 2004, from 44.0% at
December 31, 2003. The improvement reflects a reduction in net debt of $610 million, which was driven by
$898 million of free cash flow, net cash proceeds of approximately $1 billion on our sales of MTS, YPG and Emergis,
less $1.3 billion of business acquisitions, including Bell West and 360networks. This was complemented by an
increase in shareholders’ equity, which reflects the excess of net earnings over dividends of approximately
$400 million.

New Labour Agreements

During the year, Bell Canada reached a new four-year agreement with approximately 7,100 technicians represented
by the Communications, Energy and Paperworkers Union of Canada (CEP). This agreement will expire in
November 2007.

Aliant reached an agreement with approximately 4,300 unionized employees represented by the Council of
Atlantic Telecommunication Unions (CATU), ending a lengthy labour disruption. This agreement will expire in
December 2007.

Rewarding Shareholders
On December 15, 2004, having achieved a solid capital structure and traction on our strategic initiatives, we

announced, subject to being declared by the board of directors, a 10%, or $0.12 per share, increase in our annual
dividend on BCE Inc. common shares.
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Selected Annual and
Quarterly Information

This section shows
selected financial and
operational data.

EBITDA to interest ratio is
EBITDA divided by
interest expense.

Operating margin is
operating income divided
by operating revenues.

Net debt to EBITDA is net
debt divided by EBITDA.

Total debt to total assets
is total long-term debt
(including debt due within
one year) divided by total
assets.

Long-term debt to equity
is long-term debt
(including portion due

Management’s Discussion and Analysis

Selected Annual and Quarterly Information

Annual Financial Information

The tables below show selected consolidated financial data for each year from 2000 to 2004. We discuss the factors
that have caused our results to vary over the past two years throughout this MD&A.

2004 2003 2002 2001 2000
Operations
Operating revenues 19,193 18,737 18,900 18,473 16,202
Operating expenses (11,629) (11,327) (11,516) (11,603) (9,725)
EBITDA 7,564 7,410 7,384 6,870 6,477
Amortization expense (3,108) (3,100) (3,024) (8,313) (2,981)
Net benefit plans (cost) credit (256) (175) 33 121 109
Restructuring and other items (1,224) (14) (768) (977) -
Operating income 2,976 4,121 3,625 2,701 3,605
Other income 411 175 2,408 4,063 82
Impairment charge - - (765) - -



within one year) divided

by shareholders’ equity. Interest expense (1,005) (1,105) (1,120) (968) (887)
Pre-tax earnings from continuing
Cash flow per share is operations 2,382 3,191 4,148 5,796 2,800
calculated by dividing Income taxes (710) (1,119) (1,614) (1,674) (1,284)
Ziﬁcitfg’s";e"s’;eézgﬂgl Non-controlling interest (174) (201) (663) (360) (403)
expenditures by the
average number of Earnings from continuing operations 1,498 1,871 1,871 3,762 1,113
common shares Discontinued operations 26 (56) 536 (8,326) 3,592
outstanding.
Cash flow yield is cash
from operating activities
less capital expenditures,
other investing activities,
dividends on preferred
shares and dividends paid
by subsidiaries to non-
controlling interest,
divided by the number of
common shares
outstanding at the end of
the year and multiplied by
the share price at the end
of the year.
Net earnings before extraordinary gain 1,524 1,815 2,407 436 4,705
Extraordinary gain 69 - - - -
Net earnings 1,593 1,815 2,407 436 4,705
Dividends on preferred shares (70) (64) (59) (64) (79)
Premium on redemption of preferred
shares - (7) (6) - -
Net earnings applicable to common
shares 1,523 1,744 2,342 372 4,626
Included in net earnings:
Net gains on investments
Continuing operations 389 84 1,341 3,184 (3)
Discontinued operations 34 (86) 607 (1,943) 4,807
Restructuring and other items (772) (3) (441) (462) -
Impairment charge - - (527) - -
Goodwill amortization - - - (971) (485)
Other - - - (44) -
Net earnings per common share:
Continuing operations — basic 1.55 1.96 2.11 4.58 1.54
Continuing operations — diluted 1.55 1.95 2.09 4.52 1.50
Net earnings — basic 1.65 1.90 2.66 0.46 7.20
Net earnings — diluted 1.65 1.89 2.62 0.46 6.81
Ratios
EBITDA margin (%) 39.4% 39.5% 39.1% 37.2% 40.0%
EBITDA to interest ratio (times) 7.53 6.71 6.59 7.10 7.30
Operating margin (%) 15.5% 22.0% 19.2% 14.6% 22.3%
ROE (%) 12.5% 15.1% 17.8% 2.4% 29.0%
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Market capitalization is 2004 2003 2002 2001 2000
BCE Inc.’s share price at
the end of the year Balance Sheet
multiplied by the number
of common shares
outstanding. Total assets 39,143 39,420 39,142 53,687 50,909



Book value per share is
common shareholders’
equity divided by number
of common shares
outstanding.

Common dividend yield is
dividends paid on
common shares divided
by BCE Inc.’s share price
at the end of the year
multiplied by the number
of common shares
outstanding.

Common dividend payout
ratio is dividends paid on
common shares divided
by net earnings
applicable to common
shares.

Price to earnings ratio is
BCE Inc.’s share price at
the end of the year
divided by earnings per
share.

Price to book ratio is
BCE Inc.’s share price
divided by the book value
per share.

Price to cash flow ratio is
BCE Inc.’s share price at
the end of the year
divided by cash flow per
share.

Long-term debt (including current portion) 12,930 13,872 14,684 11,812 10,370
Net debt 12,705 13,315 15,158 12,872 14,014
Total capitalization 29,651 30,291 31,350 35,053 34,759
Preferred shares 1,670 1,670 1,510 1,300 1,300
Common shareholders’ equity 12,362 11,903 11,098 15,274 15,832
Ratios
Net debt to total capitalization (%) 42.8% 44.0% 48.4% 36.7% 40.3%
Net debt to EBITDA (times) 1.68 1.80 2.05 1.87 2.16
Total debt to total assets (times) 0.33 0.35 0.39 0.24 0.27
Long-term debt to equity (times) 0.92 1.02 1.16 0.71 0.61
Cash Flows
Cash flows from operating activities 5,519 5,968 4,424 4,116 2,177
Cash flows from investing activities (3,864) (3,002) (7,032) (731) (6,551)
Capital expenditures (3,364) (3,167) (3,709) (4,894) (3,581)
Business acquisitions (1,299) (115) (6,471) (327) (3,521)
Business dispositions 20 55 3,190 248 654
Other investing activities 124 62 12 (83) (103)
Cash flows from financing activities (2,190) (2,905) 3,362 (1,951) 3,112
Net issuance (repayment) of equity
instruments 32 172 2,819 (120) (348)
Net issuance (repayment) of debt
instruments (740) (1,781) 2,005 (1,520) 4,357
Financing activities of subsidiaries with
third parties (50) 24 92 1,010 181
Cash dividends paid on common shares (1,108) (1,029) (999) (969) (849)
Cash dividends paid on preferred shares (85) (61) (43) (64) (79)
Cash dividends paid by subsidiaries to
non-controlling interest (188) (184) (468) (357) (240)
Cash provided by (used in) discontinued
operations 193 355 (1,017) (1,125) (873)
Ratios
Free cash flow 898 1,589 (783) (2,251) (2,675)
Capital intensity (%) 17.5% 16.9% 19.6% 26.5% 22.1%
Cash flow per share (dollars) 2.33 3.04 0.84 (0.96) (2.10)
Cash flow yield (%) 7.5% 9.8% 0.8% (4.4%) (5.2%)
Share Information
Average number of common shares
(millions) 924.6 920.3 847.9 807.9 670.0
Common shares outstanding at end of year
(millions) 925.9 924.0 915.9 808.5 809.9
Market capitalization 26,777 26,704 26,103 29,114 35,069
Dividends declared per common share
(dollars) 1.20 1.20 1.20 1.20 1.24
Book value per share (dollars) 13.35 12.88 12.12 18.89 19.55
Total dividends declared on common
shares (1,110) (1,105) (1,031) (969) (849)
Total dividends declared on preferred
shares (70) (64) (59) (64) (79)
Market price per common share (dollars)
High 30.00 32.35 36.87 43.50 199.75
Low 25.75 26.60 23.00 32.75 31.75
Close 28.92 28.90 28.50 36.01 43.30



Ratios

Common dividend yield (%) 4.1% 3.9% 3.8% 3.3% 2.4%
Common dividend payout ratio (%) 72.8% 59.0% 42.7% 260.5% 18.4%
Price to earnings ratio (times) 17.53 15.21 10.71 78.28 6.01
Price to book ratio (times) 217 2.24 2.35 1.91 2.22
Price to cash flow ratio (times) 12.41 9.51 33.93 (37.51) (20.62)
Other Data
Number of employees (thousands) —
unaudited 62 64 64 73 73
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Digital equivalent access ~ Annual Operational Information
lines are derived by
converting low capacity The table below shows selected data on our operations from 2002 to 2004.
data lines (DS-3 and
lower) to the equivalent
number of voice-grade 2004 2003 2002
access lines.
Wireline
ARPU (average revenue
per unit) and ARPS Local network access services (thousands) 12,905 13,051 13,154
(average revenue per Long distance conversation minutes (millions) 18,070 19,132 19,034
subscriber) represent a Long distance average revenue per minute (cents) 11.7 12.4 12.6
measurement of the
average revenue Data
generated by each unit or
subscriber, expressed as  Digital equivalent access lines (thousands) 4,335 3,867 3,683
a rate per month for the High-speed Internet net activations (thousands) 350 358 343
year. High-speed Internet subscribers (thousands) 1,808 1,458 1,100
Dial-up Internet subscribers (thousands) 743 869 957
Churn is the rate at which -
existing subscribers Wireless
cancel their services.
Churn is calculated as the  Cellular and PCS net activations (thousands) 513 514 452
number of subscribers Cellular and PCS subscribers (thousands) 4,925 4,412 3,898
disconnected divided by Average revenue per unit ($/month) 49 48 47
the average subscriber Churn (%) (average per month) 1.3% 1.4% 1.7%
base. Cost of acquisition ($/subscriber) 411 426 429
Costs of acquisition
(COA) are also referred to
as subscriber acquisition
costs. This measure is
expressed per gross
activation. It includes
costs associated with
acquiring a customer
such as hardware
subsidies, marketing and
distribution costs.
Paging subscribers (thousands) 427 524 639
Video
Video net activations (thousands) 116 83 235
Video subscribers (thousands) 1,503 1,387 1,304
Average revenue per subscriber ($/month) 49 46 44
1.0% 1.1% 1.0%

Churn (%) (average per month)



Cost of acquisition ($/subscriber)

571

532

520
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Quarterly Financial Information

The table below shows selected consolidated financial data by quarter for 2004 and 2003. This quarterly information
is unaudited but has been prepared on the same basis as the annual consolidated financial statements. The factors
that have caused our results to vary over the past eight quarters are discussed throughout this MD&A.

2004 2003
YEAR Q4 Q3 Q2 Qi YEAR Q4 Q3 Q2 Q1
Operating revenues 19,193 4,989 4,781 4,782 4,641 18,737 4,818 4,627 4,673 4,619
EBITDA 7,564 1,831 1,936 1,953 1,844 7,410 1,847 1,895 1,895 1,773
Amortization expense (3,108) (803) (769) (769) (767) (3,100) (775) (801) (774) (750)
Net benefit plans cost (256) (67) (61) (65) (63) (175) (46) (44) (43) (42)
Restructuring and other
items (1,224) (126) (1,081) (14) (3) (14) (13) (1) - -
Operating income 2,976 835 25 1,105 1,011 4,121 1,013 1,049 1,078 981
Earnings from continuing
operations 1,498 367 102 544 485 1,871 486 453 466 466
Discontinued operations 26 (2) (2) 27 3 (56) (86) 11 12 7
Extraordinary gain 69 69 - - - - - - - -
Net earnings 1,593 434 100 571 488 1,815 400 464 478 473
Net earnings applicable to
common shares 1,523 417 82 554 470 1,744 386 446 461 451
Included in net earnings:
Net gains on
investments
Continuing operations 389 64 325 - - 84 84 - - -
Discontinued
operations 34 (2) (2) 31 7 (86) (94) 8 - -
Restructuring and other
items (772) (62) (725) 16 (1) (3) 9) 6 - -
Net earnings per common
share
Continuing operations —
basic 1.55 0.38 0.09 0.57 0.51 196 050 048 049 049
Continuing operations —
diluted 1.55 0.38 0.09 0.57 0.51 050 047 049 049
Net earnings — basic 1.65 0.45 0.09 0.60 0.51 0.41 049 050 0.50
Net earnings —
diluted 1.65 0.45 0.09 0.60 0.51 1.89 0.41 048 050 0.50
Average number of
common
shares outstanding
(millions) 924.6 925.3 924.6 924.3 9241 920.3 923.4 9215 9193 9171
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Financial Results Financial Results Analysis
Analysis
Consolidated Analysis
This section provides 2004 2003 % CHANGE
detailed information and
ana|ysis about our Operating revenues 19,193 18,737 2.4%
performance over the Operating expenses (1 1 ,629) (1 1 ,327) (27%)



past two years. It focuses
on our consolidated
operating results and
provides financial
information for each of
our operating segments.

EBITDA 7,564 7,410 2.1%
Amortization expense (3,108) (3,100) (0.3%)
Net benefit plans cost (256) (175) (46.3%)
Restructuring and other items (1,224) (14) N/M

Operating income 2,976 4,121 (27.8%)
Other income 411 175 134.9%
Interest expense (1,005) (1,105) 9.0%
Pre-tax earnings from continuing operations 2,382 3,191 (25.4%)
Income taxes (710) (1,119) 36.6%
Non-controlling interest (174) (201) 13.4%
Earnings from continuing operations 1,498 1,871 (19.9%)
Discontinued operations 26 (56) 146.4%
Net earnings before extraordinary gain 1,524 1,815 (16.0%)
Extraordinary gain 69 - N/M

Net earnings 1,593 1,815 (12.2%)
Dividends on preferred shares (70) (64) (9.4%)
Premium on redemption of preferred shares - (7) N/M

Net earnings applicable to common shares 1,523 1,744 (12.7%)
EPS 1.65 1.90 (13.2%)

N/M: Not meaningful

Operating Revenues

Operating revenues grew 2.4% or $456 million to $19,193 million in 2004, compared to 2003, a rate of growth which
exceeded our 2003 performance.

Bell Canada contributed most of the increase despite the trailing effects of the implementation of a new wireless
billing system and a prolonged labour disruption at Aliant. Bell Canada’s revenue growth was a result of improved
performance in the Consumer segment stemming from stronger wireless, Internet access and video services
revenues, along with higher IP-connectivity and VAS revenues in the Business segment.

Revenue growth was enhanced further by higher revenues at CGl, resulting from the AMS acquisition, and at
Bell Globemedia, resulting from higher television advertising revenues due to strong ratings performance.

Looking ahead for 2005, we expect to achieve overall revenue growth as expected increases from our growth
services, including wireless, Internet and IP-based connectivity, video services and value-added services are
expected to more than offset anticipated continued declines in our legacy wireline business. Beyond 2005, we expect
growth services will become a greater component of our future revenue base.

In 2005, the anticipated revenue increases from our growth services are expected to be driven by solid increases
in the number of subscribers and targeted increases in average revenue per subscriber across these services.

In local and access and long distance revenues, we expect the trends experienced over the past years to
continue and the rate of decline of these services to increase somewhat as cable companies begin expected
launches of VolP offerings. We also expect continued legacy revenue declines from the Enterprise and Wholesale
businesses due to continued competitive pricing pressures and the migration to IP.

See Segmented Analysis for a discussion of operating revenues on a segmented basis, and Product Line
Analysis for a discussion of operating revenues on a product line basis.

Operating Income

Operating income declined 28% or $1,145 million to $2,976 million in 2004, compared to 2003. This was mainly
because of an increase in restructuring and other items and a higher net benefit plans cost. Excluding the impact of
the restructuring and other items, operating income increased 1.6% or $65 million to $4,200 million in 2004. This
increase stemmed from operating income growth in our Consumer and Business segments, as well as
improvements in Bell Globemedia and Telesat in the Other BCE segment, driven by the underlying growth in these
sectors.

See Segmented Analysis for a discussion of operating income on a segmented basis.

EBITDA

Our EBITDA grew 2.1% or $154 million to $7,564 million in 2004, compared to 2003. This represented a growth rate
of 3.0%, excluding the estimated negative impact of $71 million from the Aliant labour disruption, from improvements
at Bell Canada and the Other BCE segment.
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Amortization Expense

The amount of our
amortization expense in
any year is affected by:
» how much we invested
in new capital assets in
previous years

* how many assets we
retired during the year

« changes in accounting
rules and estimates.

Each year, we review our
estimate of the useful life
of our capital assets.

Net Benefit Plans Cost

The amount of the net
benefit plans cost in a
year mainly depends on:
« the return on pension
plan assets expected to
be generated during the
year — the lower the
return, the higher the cost
« the present value of
future pension benefit
payments to employees —
the lower the present
value, the lower the cost

« actuarial gain (loss) —
the difference between
the actual funded status of
our pension plans and the
amount calculated using
our accounting
assumptions. We
amortize this into
earnings over time.

Restructuring and Other
Items

This category includes
various income and
expenses that are not
directly related to the
operating revenues
generated during the
year. Examples are costs
related to streamlining
initiatives, asset write-
downs and other types of
income or charges.

EBITDA growth at Bell Canada was driven by continued improvement in wireless, Internet access and video
services. EBITDA erosion in our legacy services was offset by a continued focus on productivity as well as EBITDA
contributions from IP-based connectivity service, and VAS and VCIO revenue gains in our Business segment.

The other BCE segment also contributed to the overall EBITDA growth. Bell Globemedia’s EBITDA improvement
reflects a higher level of television advertising revenue and benefits from cost savings. CGl reflects the benefit of the
AMS acquisition.

Our EBITDA margin for the year was 39.4% , down 0.1 percentage points from 2003, reflecting a lower EBITDA
margin at CGl and higher corporate expenses, which more than offset the margin improvement at Bell Canada.

Bell Canada’s EBITDA margin of 42.4% in 2004 reflected a 0.3 percentage point improvement over last year.
Wireless EBITDA margin reflected a 5.2 percentage point improvement despite the adverse impacts of the
implementation of the new billing system.

We achieved EBITDA margin improvement by better management of COA per gross activation, particularly in the
wireless business, and by placing a greater emphasis on more profitable contracts within the Enterprise and
Wholesale markets. The negative impact of the Aliant employee strike and the cost of the billing system migration
partly offset the improvement at Bell Canada.

Wireless COA of $411 per gross activation in 2004 improved by $15 compared to 2003, driven primarily from
more targeted and cost-effective campaigns. COA for video services of $571 per gross activation increased $39 due
to more customers taking a second receiver as a result of our 2TV bundle and aggressive retail pricing by
competitors.

In 2005, we are targeting stable EBITDA margins, as cost savings expected to be achieved through the benefits
of our Galileo initiatives, combined with anticipated revenue increases from our growth services, are expected to
mitigate declines in our legacy business.

We are targeting to achieve significant cost savings from our Galileo initiatives. We expect close to half of these
savings will be derived from the Consumer segment, driven by the impact of this year's employee reduction
programs, the migration to a single bill, higher sales through our Bell.ca website, efficiencies in call centre
operations, and our efforts to provide simpler provisioning and product offers. The rest of the cost savings are
expected to be achieved in the Business segment as we eliminate network elements and standardize core operating
processes, as well as from labour savings driven by this year’s workforce reductions.

Amortization Expense

Amortization expense increased 0.3% or $8 million to $3,108 million in 2004, compared to 2003. This was a result of
an increase in our capital asset base from capital spending that continues to be higher than asset retirements. This
was partly offset by an increase from three to four years in the useful life of Bell Canada’s internal use software.

Net Benefit Plans Cost

The net benefit plans cost increased by 46% or $81 million to $256 million in 2004, compared to 2003. The increase
resulted mainly from a higher accrued benefit obligation based on our most recent actuarial valuation. This was
partly offset by the positive fund performance in 2003, which resulted in an actuarial gain and increased the fair
value of plan assets.

In the next two years, net benefit plans cost is expected to increase, mainly as a result of poor fund performance
experienced in 2001 and 2002. This will continue to negatively impact the accounting value of the plan assets used
to determine the net benefit plans cost. In 2006, however, we expect this negative impact will have a smaller effect.
Beyond 2006, net benefit plans cost is expected to stabilize.

Restructuring and Other ltems
We recorded $1,224 million in restructuring and other items in 2004, consisting of:

e $985 million in the third quarter relating to an employee departure program at Bell Canada, where 5,052
employees chose to leave the company. By the end of the year 4,900 employees had left the company. We
expect this to result in annual savings of approximately $390 million.

e a $110 million provision recorded in the second quarter for potential cost overruns on a contract with the
Government of Alberta, which was increased by $18 million in the fourth quarter

e $67 million in the fourth quarter relating to an employee departure program at Aliant under which 693
employees decided to leave the company. Of these
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employees, about 400 had left the company by January 1, 2005. We expect annual savings of approximately
$48 million as a result of these departures.

e other charges totalling $119 million. These consisted of future lease costs for facilities that were no longer
needed, asset write-downs and other provisions.

These charges were partly offset by income of $75 million recorded in the second quarter relating to an agreement
reached between BCE Inc. and MTS to settle lawsuits. The terms of the settlement included:

e the unwinding of various commercial agreements

e the removal of contractual competitive restrictions effective June 30, 2004

e the orderly disposition of our interest in MTS, which was done in September 2004

e a premium payment to us by MTS if there is a change in control of MTS before 2006 and if there is an
appreciation in MTS’ share price from the time of our divestiture to the time of any takeover transaction.

We recorded $14 million in restructuring and other items in 2003, which included a charge of $15 million relating to a
restructuring at Aliant’s subsidiary, Xwave Solutions Inc. (xwave).

In 2003, Bell Canada recorded charges of $65 million relating to various asset write-downs and other provisions.
These charges were offset by a credit of $66 million relating to the reversal of restructuring charges recorded
in 2002, which were no longer necessary because fewer employees were terminated than expected due to an
increase in the number of employees being transferred to other positions within Bell Canada.

See Note 4 to the consolidated financial statements for more information on the restructuring and other items.

Net Earnings/Earnings per Share (EPS)

EPS of $1.65 in 2004 was negatively impacted by net losses resulting from the after-tax restructuring and other
items of $0.83 per share relating mainly to the employee departure programs at Bell Canada and Aliant. These were
partly offset by:

e net gains of $0.39 per share relating mainly to the sales of our 15.96% interest in MTS, our remaining 3.24%
interest in YPG, and our 63.9% interest in Emergis.
e an extraordinary gain of $0.07 per share relating to the acquisition of the Canadian operations of 360networks.
Similar items in 2003 had no net impact on the reported EPS of $1.90 .
Excluding the impact of these items, EPS was $2.02 in 2004, up 6.3% or $0.12 from 2003. The increase was a

result of the improvement in EBITDA and lower interest expense. These were partly offset by a higher net benefit
plans cost.

Segmented Analysis

SEGMENTED REVENUE BREAKDOWN
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2004 2003 % CHANGE

Operating revenues

Consumer 7,502 7,203 4.2%
Business 5,851 5,827 0.4%
Aliant 2,033 2,059 (1.3%)
Other Bell Canada 1,939 2,015 (3.8%)
Inter-segment eliminations (538) (490) (9.8%)
Bell Canada 16,787 16,614 1.0%
Other BCE 2,861 2,597 10.2%
Inter-segment eliminations (455) (474) 4.0%
Total operating revenues 19,193 18,737 2.4%
Operating income

Consumer 2,119 2,019 5.0%
Business 896 781 14.7%
Aliant 268 415 (35.4%)
Other Bell Canada (588) 621 (194.7%)
Bell Canada 2,695 3,836 (29.7%)
Other BCE 281 285 (1.4%)
Total operating income 2,976 4,121 (27.8%)
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Consumer segment revenues grew 4.2% or $299 million to $7,502 million in 2004, compared to 2003. The increase
was the result of continued strength in our wireless, Internet access and video businesses from strong gains in the
number of subscribers to these services. This was partly offset by steady rates of decline in local and access and
long distance revenues.

Wireless

Consumer wireless revenues grew 15.2% in 2004, compared to 2003. The increase was achieved through strong
subscriber growth, particularly as a result of the sales programs initiated during the first four months of the year.
Although revenue performance was solid, we believe that our call centre’s focus on handling billing inquiries
following the implementation of our new billing platform somewhat diminished our ability to sell more services to our
customers and delayed the implementation of planned price increases.

Video

Video revenues grew 12.0% in 2004, compared to 2003. This was driven by the growth in our subscriber base and
average revenue per unit (ARPU). Our total video customer base reached 1,503,000 at December 31, 2004, an
increase of 8.4% compared to last year.

Video net activations of 116,000 in 2004 were significantly higher than the 83,000 achieved in 2003. This growth
was stimulated by the continued success of the Bell bundle and the major overhaul of the Bell ExpressVu service to
stimulate growth and invigorate the business, which included program repackaging and simpler pricing principles.
Initiatives focused on churn containment, which in the fourth quarter resulted in the lowest churn level since 2001,
also contributed to the growth. One of these initiatives is Bell ExpressVu’s move to provide services to new DTH
customers strictly on a contract basis. As of August 1, 2004, all new DTH customers must opt for a one or two-year
contract. Churn for the year was 1.0% per month, a 0.1 percentage point improvement compared to 2003.

ARPU per month of $49 for video services reflects a $3 increase in 2004, compared to 2003. The increase in
ARPU for the year was positively impacted by the $2 to $3 rate increase for specific programming packages
introduced on February 1, 2003, the introduction of the $2.99 system access charge for all customers effective
April 28, 2003 and more customers paying for a second receiver.

In 2005, growth in video revenues is expected to continue, driven by ongoing growth in our subscriber base and
increases in ARPU, resulting in part from our $3 programming price increase effective March 1, 2005 for customers
who are not on contracts and are not taking the new program packages introduced in September 2004. Our
increased rollout of VDSL will help contribute to subscriber growth as our penetration in MDUs increases.

Data

Consumer data revenues grew 21% in 2004, compared to 2003. This was driven by growth of 22% in our high-
speed Internet subscriber base and a 49% increase in revenues from our Sympatico-MSN.ca web portal.

Bell Sympatico value-added services such as MSN Premium, Security Services and Home Networking added
337,000 subscriptions in 2004. Our MSN Premium
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subscriptions in the fourth quarter of 2004 increased 118% over the previous quarter.
Wireline

Local and access revenues declined slightly in 2004, compared to 2003, mainly due to lower NAS and related
SmartTouch feature revenues, partly offset by higher revenues from wireline insurance and maintenance plans.

Long distance revenues declined in 2004, compared to 2003, mainly as a result of volume declines in domestic,
overseas and US minutes, reflecting competition from non-traditional long distance providers, partially offset by
strong sales of prepaid cards. The reduction in higher priced overseas minutes and the impact of the $5 Long
Distance Bundle also led to a lower average wireline revenue per minute in 2004.
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Consumer operating income increased 5.0% or $100 million to $2,119 million in 2004, compared to 2003. The
improvement related mainly to the increase in revenues, lower COA in wireless, and productivity savings. These
were partly offset by increased operating expenses related to salaries, cost of goods sold and higher net benefit
plans cost.

In addition, higher costs were driven by an increase in the number of contact centre agents to support the
increased customer handling time associated with the Bell bundle and increased call volumes resulting from the
implementation of the new billing platform at Bell Mobility.

For 2005, we expect the Consumer segment to continue to grow its revenue, driven by the strength of our
wireless, Internet access and video businesses. However, erosion is expected to continue in our local and access
and in long distance services, driven by increasing competition as cable companies enter the market with VolP
telephony services.

Business

BUSINESS REVENUES

3827

Business segment revenues grew slightly by $24 million to $5,851 million in 2004, compared to 2003.

The increase was the result of revenue growth in the SMB business, which was largely offset by revenue
declines in our Enterprise and Bell West businesses. On November 19, 2004, we completed the acquisition of the
Canadian operations of 360networks. The Business segment includes the financial results of the retail portion of this
acquisition from that date.

From a product line perspective, increases in wireless and terminal sales and other revenues were partly offset
by declines in local and access, long distance and data revenues.
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Business segment operating income grew 14.7% or $115 million to $896 million in 2004, compared to 2003. This
demonstrates that our strategy of driving the shift to IP along with improved profitability achieved through ongoing
productivity has traction and is delivering.

In 2005, we expect Business segment revenues will grow, driven by organic growth in IP-based connectivity
service and VAS revenues, as well as the full-year impact of the business acquisitions made in 2004. However,
declines from our legacy services and from the completion of the SuperNet contract with the Government of Alberta
in 2004 will partly offset this expected growth in revenues.
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Enterprise

Enterprise revenues declined in 2004, compared to 2003, as a result of lower local and access, long distance and
data revenues. These declines were partly offset by increases in wireless and terminal sales and other revenues.

The decline in data revenues relates mainly to the completion of the Hydro-Québec outsourcing contract in the
fourth quarter of 2003. Despite this decline, our IP-based connectivity and VAS revenues continued to grow
significantly. IP-based connectivity and VAS service revenues grew from 22% of enterprise data revenues in 2003 to
43% in 2004. By December 31, 2004, more than 65% of our Enterprise customers used some element of our VAS
portfolio.

In December, 2004, we announced the signing of a seven-year, $140 million exclusive outsourcing agreement
with Manulife Financial for the provisioning and management of its IP-based voice and data services. The
outsourcing arrangement will lever our VAS capabilities by having BCE Connexim, Bell Canada’s outsourcing and
professional services unit, provide an end-to-end solution that reduces and simplifies Manulife Financial’s transition
to IP. Our out-sourcing capabilities play a key role in our strategy of securing the connectivity business of our
Enterprise customers and preventing possible disintermediation by systems integrators. We also had a number of
other significant contract wins during the year, including Fédération des Caisses Desjardins du Québec, La
Senza Inc., Government of Québec, Hydro One Networks Inc., Department of Foreign Affairs and International Trade
of the Government of Canada, and Enterprise Rent-a-Car.

Significant growth in Enterprise operating income was the result of our focus on more profitable contracts and
productivity savings, which led to reductions in cost of goods sold. This was partly offset by the completion of the
Hydro-Québec contract in 2003 and higher operating expenses related to businesses acquired during the year
(Infostream and Elix).

SMB

SMB revenues increased in 2004, compared to 2003, as a result of higher data, wireless and terminal sales and
other revenues. These gains were partly offset by revenue declines in local and access and long distance revenues.

Business acquisitions in 2004, such as Accutel Conferencing Systems Inc. (Accutel) and Charon, contributed to
the revenue growth, as did our continued growth in DSL high-speed Internet access services and VAS services. At
December 31, 2004, we had 83,000 VAS subscriptions.

The decline in long distance revenues resulted from competitive pricing pressures and lower usage in our
payphone business. Local and access revenues were also lower in our payphone business.

SMB operating income growth was driven by revenue growth and productivity savings, partly offset by higher
operating expenses of businesses acquired during the year.

Bell West

Bell West continued to grow its customer base leading to increases in local and access and long distance revenues
in 2004, compared to 2003. In 2001, we were awarded a contract by the Government of Alberta to build a next-
generation network (SuperNet) to bring high-speed Internet and broadband capabilities to rural communities in
Alberta. Mechanical construction of the network was completed in December 2004. The decline in data revenues
in 2004 reflects a decrease of approximately $43 million as this contract was nearing completion.

The improvement in operating income performance at Bell West was driven by the increase in local and access
and long distance revenues and lower operating costs related to the contract with the Government of Alberta, partly
offset by higher salary costs due to the growing workforce.

Aliant

ALIANT REVENUES
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Aliant segment revenues declined 1.3% or $26 million to $2,033 million in 2004, compared to 2003. The labour
disruption that started on April 23, 2004 and ended on September 20, 2004 negatively impacted revenues by an
estimated $40 million. This represents fewer new customers, reduced product sales, additional
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promotional activities and reduced levels of fieldwork activity during the labour disruption. Strong growth in wireless
and Internet services was more than offset by declines in other areas due to the labour disruption, the ongoing
impact of competition, and the regulatory restrictions, including those on bundling, customer win-back activities, and
rates charged for price-regulated services.

Aliant’s wireless revenue grew 15.4% in 2004. This was driven by:

e anincrease of 9.6% in Aliant’s wireless customer base, including a 26% increase in digital customers,
reflecting a positive response to the extensive dealer-supported network, attractive pricing offers and the
expansion of digital cellular service into new areas

e anincrease of $3 in ARPU, reflecting the impact of a higher percentage of customers subscribing to digital
service, higher usage and increased customer adoption of features.

Intense long distance competition, the difficulty in maintaining win-back efforts during the labour disruption and
substitution of long distance calling with Internet and wireless options by customers resulted in long distance
revenue declines in 2004, compared to last year. Consumer minute volumes were down due to customer losses to
competition and the capping of minutes on certain long distance plans in late 2003. Business long distance pricing
declines continued to reflect the impact of competitive pressures, as did long distance volume declines, in addition to
a reduction of contact centre activity.

Data revenues declined slightly in 2004 as higher Internet revenues were more than offset by other data revenue
declines from the scale-back of marketing and sales efforts during the labour disruption and the continued
rationalization of circuit networks by customers. The continued increase in Internet revenues stemmed from the
increased popularity of enhanced services and year-over-year subscriber growth of 6%, reflecting 21% growth in
Aliant’s high-speed Internet customer base. The higher subscriber base resulted from the expansion of high-speed
Internet service into new areas, attractive introductory offers, an emphasis on bundling with other products and
services as well as dealer and online sales channel initiatives.

Terminal sales and other revenues declined in 2004 as a result of slower product sales during the labour
disruption and the divestiture of non-core operations in the second and third quarters, which resulted in a reduction
in IT service revenue.

ALIANT QOFERATING INCOME
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Aliant’s operating income declined 35% or $147 million to $268 million in 2004, compared to 2003. This was largely
due to:

o the labour disruption, which had an estimated negative impact of $68 million in 2004. Incremental costs were
incurred during the labour disruption to enable operations to continue with relatively few interruptions, ensure
the safety of employees, perform property repairs, provide training and equipment to employees and maintain
basic customer service.

e arestructuring charge of $67 million relating to an employee departure program. See Restructuring and Other
Items for more details.

The remaining decrease of $12 million is a result of higher operating expenses from:

e growth in wireless and Internet services

e an increase in net benefit plans cost

e normal wage and annual salary adjustments

e higher amortization expense resulting from a higher proportion of capital spending in recent years on
broadband and wireless assets, which have shorter depreciable lives.

These increases were partly offset by lower operating costs stemming from the xwave restructuring in 2003 and the
sale of non-core operations in the second and third quarters.

With the labour disruption and its impact on 2004 behind us, for 2005 we expect revenue growth in Aliant’s
wireless and Internet services to offset continued erosion in local and access and long distance. We also anticipate
operating income growth in 2005
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driven by revenue growth and productivity improvements, as well as the absence of the restructuring charge and
costs associated with the labour disruption. These positive impacts are expected to be partially offset by increased
costs associated with Aliant’s growth services and higher net benefit plans cost.

Other Bell Canada

OTHER BELL CANATA REVENUES

The Other Bell Canada segment revenues declined 3.8% or $76 million to $1,939 million in 2004, compared to 2003.
This was due to:

e adecline in our Wholesale business stemming from lower long distance and data revenues from price
competition and customers migrating services to their own network facilities

e our decision last year to exit certain contracts and promotional offers for international switched minutes that
had low margins.

OTHER BELL CANADA OFPERATING INCOME
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The Other Bell Canada segment had an operating loss of $588 million in 2004, a $1,209 million decrease when
compared to operating income of $621 million in 2003.
This was mainly due to the charge for restructuring and other items of $1,147 million in 2004, mostly for the
voluntary employee departure program at Bell Canada. See Restructuring and Other ltems for more details.
Excluding restructuring and other items, operating income decreased 9.7% , or $60 million, in 2004. The
decrease relates to costs associated with increased volumes of cross-border carrier exchange traffic and the
repricing of long distance and data services in our Wholesale business.

Other BCE

2004 2003 % CHANGE
Operating revenues
Bell Globemedia 1,420 1,363 4.2%
Telesat 362 345 4.9%
CGl 1,019 838 21.6%
Other 60 51 17.6%
Total operating revenues 2,861 2,597 10.2%
Operating income
Bell Globemedia 240 167 43.7%
Telesat 141 124 13.7%
CGl 94 91 3.3%
Other (194) (97) (100.0%)

Total operating income 281 285 (1.4%)




OTHER BCE REVWENUES

The Other BCE segment revenues grew 10.2% or $264 million to $2,861 million in 2004, compared to 2003. This
growth was driven by revenue growth at Bell Globemedia, Telesat and CGl.

OTHER BCE OPERATING INCOME
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The Other BCE segment operating income declined 1.4% or $4 million to $281 million in 2004, compared to 2003.
This decline was due to higher corporate expenses, which more than offset higher operating income at

Bell Globemedia, Telesat and CGl. The increase in corporate expenses is a result of higher net benefit plans cost
and an increased level of corporate activities.

Bell Globemedia

Bell Globemedia’s revenues grew 4.2% or $57 million to $1,420 million in 2004, compared to 2003. This was the
result of:

e advertising revenue growth of 6.4% , reflecting the strength of CTV’s schedule, which included the majority
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of the top 20 programs in each season, and higher advertising line rates at The Globe and Mail
e subscriber revenue growth of 2.4%, reflecting specialty channel subscription growth, and online subscription
growth and cover price increases at The Globe and Mail.

This increase was partly offset by a decline in production and other revenues of 13.8% or $13 million in 2004 as a
result of the sale of a 50% interest in Dome Productions Inc. in January 2004.

Bell Globemedia’s operating income grew 44% or $73 million to $240 million in 2004, compared to 2003, as a
result of the increase in revenues, which was complemented by cost savings.

Telesat

Telesat's revenues grew 4.9% or $17 million to $362 million in 2004, compared to 2003. This increase was the result
of higher telecommunications revenues, which more than offset lower consulting fees.

On October 1, 2004, Telesat’s Anik F2 satellite began commercial service and became the world’s first satellite
to commercialize the Ka frequency band, enabling two-way, high-speed Internet access services to consumers and
businesses in Canada and the United States.

Telesat’s operating income grew 13.7% or $17 million to $141 million in 2004, compared to 2003. This increase
was the direct result of the increase in revenues.

Cal
Our share of CGI’s revenues grew 22% or $181 million to $1,019 million in 2004, compared to 2003. Our share of

CGl’s operating income grew 3.3% or $3 million to $94 million in 2004, compared to 2003. In each case, the increase
was driven mainly by CGI's acquisition of AMS in May 2004.

Product Line Analysis
In addition to discussing our financial results by business segment, we believe that a separate discussion of

Bell Canada’s consolidated revenues by product line provides further insight into management’s view of our financial
results. The table to the right shows Bell Canada’s consolidated revenues by product line.

FEODUCT LINE REVENUE BEEAKDOWN

W Local and arress W Loag dismnc W Wik
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M Local and acces W Long disiance W Winks
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2004 2003 % CHANGE

Local and access 5,572 5,601 (0.5%)
Long distance 2,327 2,544 (8.5%)
Wireless 2,818 2,461 14.5%
Data 3,640 3,717 (2.1%)
Video 850 759 12.0%
Terminal sales and other 1,580 1,532 3.1%

16,787 16,614 1.0%




Local and Access

LOCAL AND ACCESS
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Local and access revenues declined 0.5% or $29 million to $5,572 million in 2004, compared to 2003.
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This decline was a result of:

o lower NAS
e lower SmartTouch feature revenues, mainly linked to NAS losses.

The decline was partly offset by gains from wireline insurance and maintenance plans.
NAS in service declined 1.1% or 146,000 in 2004, compared to 2003. This was a result of:

e continued growth in high-speed Internet access, which reduces the need for second telephone lines
e losses resulting from competition
e customers substituting wireline with wireless telephone service.

In 2005, we expect continued erosion of our NAS in service due to these trends, as well as the launches of VolP
telephony by cable providers.

Long Distance

LONG DISTANCE
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Long distance revenues declined 8.5% or $217 million to $2,327 million in 2004, compared to 2003. This decline
stemmed from:

e lower volumes of conversation minutes, lower domestic rates and the pricing impact of increased
subscriptions to the $5 Long Distance Bundle in our Consumer market
o lower volume and lower prices resulting from competitive pressures in our Business market.

Overall, the volume of conversation minutes declined 5.6% in 2004. This was accompanied by a 5.6%, or $0.007 ,
decrease in average revenue per minute (ARPM) to $0.117 .

We are anticipating continued pressure on long distance revenues in 2005, as well as increased take rates to our
$5 Long Distance Bundle and competition from cable companies that are offering VolP residential telephone service

in 2005.
Wireless
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In 2004, our wireless business continued to demonstrate strong growth.

Wireless service revenues grew 14.5% or $357 million to $2,818 million in 2004, compared to 2003. This
reflected subscriber growth of 11.6% and an increase in ARPU of $1 per month.

Our total cellular and PCS subscriber base reached 4,925,000 at the end of 2004, reflecting solid net additions
and our success in managing churn to very low levels. Including paging subscribers, our total wireless customer
base totalled 5,352,000.

We gained 513,000 new customers in 2004, matching the gains achieved in 2003. In 2004, 75% of gross
activations came from postpaid rate plans, compared to 80% in 2003. The decrease was primarily due to the
success of our prepaid offers, particularly in the last quarter. At December 31, 2004, 76% of our total cellular and
PCS customer base were postpaid subscribers, unchanged from last year.

Blended ARPU of $49 in 2004 was up from $48 in 2003. This was driven by an increase in revenues from:

e value-added services, such as Message Center and Call Display
e long distance and data services
e higher usage.

During the year, we accomplished a key operational initiative: to migrate our postpaid wireless customers to a new
billing platform. The new platform will enable the consolidation of wireless into a single bill, which will provide
simplified information to our customers, lower costs to Bell Canada, and enhance our ability to bundle our products
and services.

In 2004, revenue growth was impacted by our call centre’s focus on handling the high volume of billing inquiries
after the migration to the new billing platform, diminishing our ability to sell more services to our customers and to
implement planned price increases. Despite adding more than 600 call centre
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Other income includes
income that we receive
from activities that are not
part of our business
operations, such as:

* net gains on
investments, including
gains or losses when we
dispose of, write down or
reduce our ownership in
investments

« foreign currency gains
(losses)

« interest income on cash
and cash equivalents

* equity in net earnings
(losses) from significantly
influenced companies

« other miscellaneous
income or expense.

Management’s Discussion and Analysis

representatives, the high volume of calls meant customers experienced slower response times during the second
half of the year.

Our blended churn of 1.3% per month and postpaid churn of 1.1% per month reflect improvements of 0.1 and 0.2
percentage points over 2003. This was achieved despite the migration to the new billing platform and increased
competitive pressures.

We continue to see ongoing growth prospects in the wireless market for 2005, given that Canadian wireless
penetration still lags behind levels achieved in other countries, such as the United States. We expect our wireless
revenues will increase due to expected continued subscriber and ARPU growth. We anticipate that our recently
announced price increases for some of our value-added services and increased usage of wireless data services
such as text and picture messaging, as well as web browsing, will stimulate ARPU growth.

Data
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Data revenues decreased 2.1% or $77 million to $3,640 million in 2004, compared to 2003, in spite of the growth in
high-speed Internet services and revenues related to business acquisitions. This was because of:

e declines from competitive pricing and volume pressures, including wholesale customers migrating traffic onto
their own networks

o lower revenues related to the completion of the mechanical construction of the Government of Alberta
SuperNet

e our exit from the low-margin cabling business

e the completion of the Hydro-Québec outsourcing contract.

The number of high-speed Internet subscribers increased by 350,000 in 2004, resulting in 1,808,000 subscribers at
December 31, 2004. The subscriber growth achieved this year was similar to that of last year, even as competition
increased. At the end of 2004, we had a total of 743,000 dial-up customers compared to 869,000 last year.

In 2005, we expect revenue erosion in our legacy data services as customers migrate to IP, offset by continued
growth in high-speed Internet services, value-added solutions and acquisitions.

Video

VIDEQ

M

759 1.587

M

0 B850 1,504

W Reviaues W ¥idks subwabor

See Segmented Analysis — Consumer for a discussion of revenues from our video services.

Terminal Sales and Other

TERBIINAL SALES AND OTHER

Terminal sales and other revenues increased 3.1% or $48 million to $1,580 million in 2004, compared to 2003. This
increase reflected:

e higher sales of wireless handsets, satellite dishes and receivers
* higher revenues related to business acquisitions.

Other ltems

Other Income



Other income increased 135% or $236 million to $411 million in 2004, compared to 2003. The increase was a result
of higher net gains on investments and other miscellaneous income. These were partly offset by lower foreign
currency gains and lower interest income.

Net gains on investments of $319 million in 2004 included:

e again of $108 million from the sale of our remaining 3.24% interest in YPG in the third quarter, for net cash
proceeds of $123 million

58 Bell Canada Enterprises 2004 Annual Report




Non-Controlling Interest

The non-controlling
interest in the statements
of operations reflects the
percentage of a
subsidiary that we do not
own multiplied by the
amount of the subsidiary’s
after-tax earnings.

e again of $217 million from the sale of our 15.96% interest in MTS in the third quarter, for net cash proceeds
of $584 million
o partly offset by net losses on other investments of $6 million.

Capital loss carryforwards fully sheltered the taxes on these gains.
Net gains on investments of $76 million in 2003 included:

o a $120 million gain from the sale of a 3.66% interest in YPG in the fourth quarter, for net cash proceeds of
$135 million
¢ a $44 million loss from the write-down of a number of our cost-accounted investments.

In April 2003, we entered into forward contracts to hedge US$200 million of long-term debt at Bell Canada that
previously had not been hedged. This removed the foreign currency risk on the principal amount of that debt.
Lower interest income in 2004 was a result of lower average cash balances.

Interest Expense

Interest expense declined 9% or $100 million to $1,005 million in 2004, compared to 2003. This was a result of a
lower average debt level of approximately $1,370 million in 2004, mainly from the positive free cash flows achieved
in the last two years. The average interest rate on our debt in 2004 and 2003 was 7.1% .

Income Taxes

Income taxes declined 37% or $409 million to $710 million in 2004, compared to 2003. The decline was mainly due
to:

o lower pre-tax earnings

e no tax on the $325 million of gains on the sale of MTS and YPG due to the availability of capital loss
carryforwards partly offset by $45 million of restructuring charges that were not tax-effected

e the reduction in the statutory income tax rate to 34.3% in 2004 from 35.4% in 2003.

As a result of these items, the effective tax rate was 29.8% in 2004, compared to 35.1% in 2003.
Non-Controlling Interest

Non-controlling interest decreased 13.4% or $27 million to $174 million in 2004, compared to 2003. The decrease
was a result of:

e a higher net loss at Bell West, mainly due to the loss on the Government of Alberta contract
e lower net earnings at Aliant because of the labour disruption and the restructuring charge.

The decrease was partly offset by higher net earnings at Bell Globemedia.
Discontinued Operations
The net gain from discontinued operations of $26 million in 2004 consisted of:

e again of $58 million on the sale of our 63.9% interest in Emergis in the second quarter
e our share of Emergis’ operating losses of $44 million.

The net loss from discontinued operations of $56 million in 2003 consisted of a loss of $160 million relating to
Emergis’ sale of its US Health operations in the fourth quarter.
The loss was partly offset by:

e net gains of $56 million on our share of Aliant’s sales of its emerging business and remote communication
segments

e net gains of $39 million from the use of available capital loss carryforwards that were applied against taxes
payable on Bell Canada’s sale of its 3.66% interest in YPG and Aliant’s sale of its investment in Stratos

e our share of operating gains from the discontinued businesses of $9 million.

Extraordinary Gain

We purchased the Canadian operations of 360networks in the fourth quarter of 2004 for $293 million in cash. The
fair value of the net assets acquired exceeded the purchase price by approximately $227 million. For accounting
purposes, the excess was eliminated by:

e reducing the amounts assigned to the acquired non-monetary assets (e.g., capital and intangible assets) to
zero
e recognizing the balance of $69 million as an extraordinary gain.
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Financial and Capital Financial and Capital Management
Management .

This section tells you how  Capital Structure

we manage our cash and

capital resources to carry

out our strategy and AT DECEMBER 31 2004 2003
deliver financial results. It
provides an analysis of Debt due within one year 1,276 1,519
our financial condition, Long-term debt 11,809 12,381
cash flows and liquidity on  Less: cash and cash equivalents (380) (585)
a consolidated basis.
Total net debt 12,705 13,315
Capital Structure
Our capital structure Non-controlling interest 2,914 3,403
shows how much of our Total shareholders’ equity 14,032 13,573
net assets are financed by
debt and equity. Total capitalization 29,651 30,291
Net debt to capitalization 42.8% 44.0%

Outstanding share data (in millions)
Common shares 925.9 924.0
Stock options 28.5 25.8
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Our net debt to capitalization ratio was 42.8% at the end of 2004, an improvement from 44.0% at the end of 2003.
This was a result of improvements in net debt and total shareholders’ equity, which was partly offset by lower non-
controlling interest.

Net debt improved by $610 million to $12,705 million in 2004. This was mainly from:

e $898 million of free cash flow in 2004

e approximately $1 billion of net cash proceeds from the disposition of our 15.96% interest in MTS
($584 million), our 63.9% interest in Emergis ($315 million) and our remaining 3.24% interest in YPG
($123 million).

These were partly offset by the $1.3 billion invested in business acquisitions in 2004.

Non-controlling interest declined $489 million in 2004 due to Bell Canada’s purchase of MTS’ 40% interest in
Bell West and the sale of our investment in Emergis.

Total shareholders’ equity increased $459 million to $14,032 million in 2004. This was mainly due to the $413
million of net earnings remaining after the dividends we declared on common and preferred shares in 2004.

Outstanding Share Data

We had 925.9 million common shares outstanding at the end of 2004, an increase of 1.9 million over 2003. The
increase was entirely from the exercise of stock options in 2004.

The number of stock options outstanding at the end of 2004 was 28.5 million, an increase of 2.7 million
over 2003. The weighted average exercise price of the stock options outstanding at December 31, 2004 was $32. Of
the total outstanding stock options at December 31, 2004, 14.6 million were exercisable at a weighted average
exercise price of $34. In 2004:

e 5.9 million stock options were granted
e 2 million of previously granted options were exercised



¢ 1.2 million of previously granted options expired or were forfeited.

Starting in 2004, most of the stock options granted contain specific performance targets that must be met before the
option can be exercised.

Cash Flows

We generated free cash flow for the year totalling $898 million or $1,092 million before restructuring and other items.
Compared to 2003, free cash flow was down $691 million, mainly reflecting the $449 million decline in cash from
operating activities and higher capital expenditures of $197 million.

We are targeting positive free cash flow generation in 2005, mainly from recurring sources. Beyond 2005, we
anticipate generating higher sustainable free cash flow as we anticipate realizing the full benefit from our expected
cost savings and reducing capital spending levels.

FREE CASH FLOW
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The table below is a summary of the flow of cash into and out of BCE in 2004 and 2003.

2004 2003
Cash from operating activities 5,519 5,968
Capital expenditures (3,364) (3,167)
Other investing activities 124 62
Cash dividends paid on common shares (1,108) (1,029)
Cash dividends paid on preferred shares (85) (61)

Cash dividends paid by subsidiaries to non-controlling interest (188) (184)
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Free cash flow 898 1,589

Business acquisitions (1,299) (115)
Business dispositions 20 55
Change in investments accounted for under the cost and equity methods 655 163
Net issuance of equity instruments 32 172
Net repayment of debt instruments (740) (1,781)
Financing activities of subsidiaries with third parties (50) 24
Cash provided by discontinued operations 193 355
Other financing activities (51) (46)
Net increase (decrease) in cash and cash equivalents (342) 416

Cash from Operating Activities

Cash from operating activities decreased 7.5% or $449 million to $5,519 million in 2004, compared to 2003. This
was mainly a result of less favourable changes in working capital that were mostly due to:

o one-time cash tax refunds of $440 million that were received in 2003
e anincrease of $129 million in restructuring payments in 2004 relating to the employee departure program at
Bell Canada.

These were partly offset by:

e improved operating performance in 2004 as a result of higher EBITDA and lower interest costs
e a $75 million settlement payment received from MTS in the third quarter of 2004.

Capital Expenditures

We continue to make investments to expand and update our networks and to meet customer demand for new
services. Capital expenditures were $3,364 million in 2004, or 17.5% of revenues. This was 6.2% or $197 million
higher than capital expenditures of $3,167 million, or 16.9% of revenues, in 2003. The increase reflects a mix of:

e higher spending in the growth areas of the business, such as the migration to one national IP-MPLS network,
our VDSL deployment and DSL footprint expansion strategies, and productivity enhancement initiatives

e higher spending for construction of Telesat’s new satellites

e lower spending in the legacy areas.

Bell Canada’s capital expenditures accounted for 90% of our consolidated capital expenditures in 2004. Bell
Canada’s consolidated capital intensity ratio increased to 18.0% in 2004, compared to 17.4% in 2003.

In 2005, we are targeting a slightly higher capital intensity ratio at Bell Canada to support our continued
investments in our key strategic priorities of enhancing the customer experience, reliable bandwidth and next-
generation services. See Our Strategic Priorities.

Other Investing Activities

Cash from other investing activities totalled $124 million in 2004. This included $179 million of insurance proceeds
that Telesat received for a progressive power failure on the Anik F1 satellite.
Cash from other investing activities of $62 million in 2003 included:

o $83 million of proceeds from the settlement of dividend rate swaps. These swaps hedged dividend payments
on some of BCE Inc.’s preferred shares.

e $68 million of insurance proceeds that Telesat and Bell ExpressVu received for a malfunction on the Nimiq 2
satellite.

Other items relate to changes in long-term notes receivable and payments by Bell Globemedia relating to CRTC
benefits owing on previous business combinations.

Cash Dividends Paid on Common Shares

We paid a dividend of $1.20 per common share in 2004, which is the same as the dividend we paid in 2003.

We realized a cash benefit of $73 million in 2003 because we issued shares from treasury to fund BCE Inc.’s
dividend reinvestment plan instead of buying shares on the open market. Effective the first quarter of 2004, we
started buying all of the shares needed for the dividend reinvestment plan on the open market to avoid dilution. This
removed the possibility of any further cash benefits through issuing shares from treasury.
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Debt Instruments

We use a combination of
short-term and long-term
debt to finance our
operations. Our short-
term debt consists mostly
of bank facilities and
notes payable under
commercial paper
programs. We usually pay
fixed rates of interest on
our long-term debt and
floating rates on our short-
term debt.

Management’s Discussion and Analysis

Total dividends paid on common shares increased 7.7% or $79 million to $1,108 million in 2004, compared
to 2003.

Business Acquisitions
We invested $1,299 million in business acquisitions in 2004. This consisted of:

e Bell Canada’s acquisition of MTS’ 40% interest in Bell West in the third quarter for $646 million

e Bell Canada’s acquisition of the Canadian operations of 360networks in the fourth quarter for $293 million

e our 28.9% proportionate share of the cash paid for CGI's acquisition of AMS in the second quarter for
$171 million

o other business acquisitions at Bell Canada, Aliant and CGl, totalling $189 million.

We invested $115 million in business acquisitions in 2003. This consisted mainly of:

e our proportionate share of the cash paid for CGI's acquisition of Cognicase Inc. in the first quarter
o Bell Canada’s purchase of an additional 30% interest in Connexim, Limited Partnership in the fourth quarter,
which increased its total interest to 100%.

Business Dispositions

We did not have any significant business dispositions in 2004.

We received $55 million for business dispositions in 2003. This related to Bell Canada’s sale of its 89.9%
ownership interest in Certen Inc. in the third quarter. Bell Canada received $89 million in cash, which was reduced
by $34 million Certen had in cash and cash equivalents at the time of sale.

Change in Investments Accounted for under the Cost and Equity Methods

In the third quarter of 2004, we sold our remaining 3.24% interest in YPG for net cash proceeds of $123 million and
our 15.96% interest in MTS for net cash proceeds of $584 million.

In the fourth quarter of 2003, we sold a 3.66% interest in YPG for net cash proceeds of $135 million and
Bell Globemedia sold its 14.5% interest in Artisan Entertainment Inc. for net cash proceeds of $24 million.

Equity Instruments

We did not have any significant issues or redemptions of equity instruments in 2004.
In the first quarter of 2003, BCE Inc. issued 20 million Series AC preferred shares for $510 million and
redeemed 14 million Series U preferred shares for $357 million, which included a $7 million premium on redemption.

Debt Instruments
We made $740 million in debt repayments (net of issues) in 2004:

o Bell Canada repaid $952 million in debentures
o Aliant repaid $100 million in medium-term notes
e BCE Inc. redeemed all of its outstanding Series P retractable preferred shares for $351 million.

Most of the issues were at Bell Canada, which issued $450 million in debentures, and Bell Globemedia, which issued
$300 million of senior notes.
We made $1.8 billion in debt repayments (net of issues) in 2003:

e Bell Canada repaid $1.4 billion in debentures
e Bell Canada Holdings Inc. repaid $314 million of equity-settled notes
* Bell Globemedia repaid $240 million of its credit facilities.

We also repaid $295 million of notes payable and bank advances. The issues were mainly at Bell Canada, which
issued $600 million in debentures, and Bell Globemedia, which issued $300 million of senior notes.

The combined debt of BCE Inc., Bell Canada and Aliant makes up 93% of our total debt portfolio. The average
annual interest rate on our total debt was approximately 7.1% in 2004 and 2003.

On February 11, 2005, Bell Canada issued $700 million in Series M-18 Medium Term Note Debentures having a
maturity date of February 15, 2017 and a fixed interest rate of 5.00% . Following the issuance, Bell Canada swapped
the fixed interest rate to a floating rate. The net proceeds from the issuance of the debentures will be used to repay
maturing short-term debt and for general corporate purposes.
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Credit Ratings

The interest rates we pay
are partly based on the
quality of our credit
ratings, which were all
investment grade at
March 2, 2005.
Investment grade ratings
usually mean that when
we borrow money, we
qualify for lower interest
rates than companies
that have ratings lower
than investment grade.

Cash Relating to Discontinued Operations

Cash from discontinued operations was $193 million in 2004. This consisted mainly of net cash proceeds of
$315 million from the sale of our investment in Emergis, which were partly offset by the deconsolidation of Emergis’
cash on hand of $137 million at December 31, 2003.

Cash from discontinued operations was $355 million in 2003. This consisted mainly of net cash proceeds of $320
million on Aliant’s sale of its 53.2% interest in Stratos.

Credit Ratings

The table below lists our key credit ratings at March 2, 2005.

BCE INC. BELL CANADA

sgP(M  DBRS®@ mooDY's®) s&P  DBRS®@ mooODY's®)
Commercial paper A-1 (mid)/  R-1 (low)/ P-2/ A-1 (mid) / R-1 (mid) / P-2/
stable stable stable stable stable stable

Extendable commercial notes A-1 (mid)/ R-1 (low) / A-1 (mid) / R-1 (mid) /
stable stable - stable stable -
Long-term debt Baal/ A (high) / A3/
A—/stable A/ stable stable A/ stable stable stable

P-2 (high) P-2 (high) Pfd-2

Preferred shares / Pfd-2/ / (high) /
stable stable - stable stable -

(1) Standard & Poor’s, a division of The McGraw-Hill Companies, Inc. (S&P)
(2) Dominion Bond Rating Services Limited (DBRS)
(8) Moody'’s Investors Service, Inc. (Moody'’s)

Liquidity

Our plan is to generate enough cash from our operating activities to pay for capital expenditures and dividends. In
other words, we are targeting to have positive free cash flow in the short term and in the long term.

We expect to repay contractual obligations maturing in 2005 and in the long term from cash on hand, from cash
generated from our operations or by issuing new debt. Contractual obligations include long-term debt.

Cash Requirements

In 2005, we will need cash mainly for capital expenditures, dividend payments, the payment of contractual
obligations and other cash requirements.

Capital Expenditures

We spent $3.4 billion on capital expenditures in 2004, representing 17.5% of our revenues for the year. Our target is
for Bell Canada’s capital expenditures to be in the range of 18% to 19% of its total revenues in 2005.

Dividends

In December 2004, the board of directors of BCE Inc. approved an increase of 10% or $0.12 per common share in
the annual dividend on BCE Inc.’s common shares. As a result, starting with the quarterly dividend to be paid on
April 15, 2005, subject to being declared by the board of directors, we expect to pay quarterly dividends on

BCE Inc.’s common shares of approximately $305 million, based on the revised dividend policy. This assumes that
there are no significant changes to the number of outstanding common shares. These quarterly dividends equal
$0.33 per common share, based on approximately 925 million common shares outstanding at December 31, 2004.

Contractual Obligations

The table on the next page is a summary of our contractual obligations at December 31, 2004 that are due in each of
the next five years and after 2009.
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Management’s Discussion and Analysis

AFTER
2005 2006 2007 2008 2009 2009 TOTAL

Long-term debt

(excluding capital

leases) 1,018 989 1,726 1,091 1,701 6,000 12,525
Notes payable and

bank advances 155 - - - - - 155
Capital leases 103 70 59 47 31 95 405
Operating leases 399 296 258 232 209 1,459 2,853
Commitments for

capital expenditures 210 121 45 2 2 28 408
Other purchase

obligations 576 375 231 184 175 401 1,942
Other long-term

liabilities (including

current portion) 97 86 91 79 78 - 431
Total 2,558 1,937 2,410 1,635 2,196 7,983 18,719

Long-term debt and notes payable and bank advances include $123 million drawn under our committed credit
facilities. They do not include $414 million of letters of credit. The total amount available under these committed
credit facilities and under our commercial paper programs, including the amount currently drawn, is $2,461 million.
The imputed interest to be paid on capital leases is $106 million.
Rental expense relating to operating leases was $406 million in 2004, $368 million in 2003 and $356 million in
2002.
Our commitments for capital expenditures include investments to expand and update our networks and to meet
customer demand. Other purchase obligations consist mainly of contractual obligations under service contracts.
Other long-term liabilities included in the table relate to:

e Bell Canada’s future payments over the remaining life of its contract with Certen for the development of
Bell Canada’s billing system. The total amount was $301 million at December 31, 2004.

o Bell Globemedia’s obligations relating to CRTC benefits owing on previous business combinations. These
and other long-term liabilities were $130 million at December 31, 2004.

At December 31, 2004, we had other long-term liabilities that are not included in the table. They consisted of an
accrued employee benefit liability, future income tax liabilities, deferred revenue and gains on assets and various
other long-term liabilities.

We did not include the accrued employee benefit liability and future income tax liabilities because we cannot
accurately determine the timing and amount of cash needed for them. This is because:

e future contributions to the pension plans depend largely on the results of actuarial valuations that are
performed periodically and on the investment performance of the pension fund assets

e future payments of income taxes depend on the amount of taxable earnings and on whether there are tax loss
carryforwards available to reduce income tax liabilities.

We did not include deferred revenue and gains on assets because they do not represent future cash payments.
Other Cash Requirements

Our cash requirements may also be affected by the liquidity risks related to our contingencies, off-balance sheet
arrangements and derivative instruments. We may not be able to quantify all of these risks.

Off-Balance Sheet Arrangements

Guarantees — As a regular part of our business, we enter into agreements that provide for indemnification and
guarantees to counterparties in transactions involving business dispositions, sales of assets, sales of services,
purchases and development of assets, securitization agreements and operating leases.

We cannot reasonably estimate the maximum amount we might be required to pay counterparties because of the
nature of almost all of these indemnifications. As a result, we cannot determine how they could affect our future
liquidity, capital resources or credit risk profile. We have not made any significant payments under these
indemnifications in the past. See Note 25 to the consolidated financial statements for more information.
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Securitization of accounts receivable — Bell Canada and Aliant have agreements in place to provide us with a less
expensive form of financing than debt financing.

Under the agreements, Bell Canada and Aliant sold interests in pools of accounts receivable to securitization
trusts for a total of $1,125 million.

The total accounts receivable that were sold must meet minimum performance targets. These are based on
specific delinquency, default and receivable turnover ratio calculations, as well as minimum credit ratings. If these
accounts receivable go into default, the full purchase price will have to be returned to the buyers.

These agreements are an important part of our capital structure and liquidity. If we did not have them, we would
have had to finance approximately $1,125 million by issuing debt or equity. See Note 11 to the consolidated
financial statements for more information.

Derivative Instruments

We use derivative instruments to manage our exposure to interest rate risk, foreign currency risk and changes in the
price of BCE Inc. common shares. We do not use derivative instruments for speculative purposes. Since we do not
trade actively in derivative instruments, we are not exposed to any significant liquidity risks relating to them.

The carrying value of the outstanding derivative instruments was a net liability of $121 million at December
31, 2004. Their fair values amounted to a net liability of $167 million. See Note 20 to the consolidated financial
statements for more information.

Litigation

We become involved in various claims and litigation as a part of our business. While we cannot predict the final
outcome of claims and litigation that were pending at December 31, 2004, based on information currently available,
management believes that these claims and litigation will not have a material and negative effect on our consolidated
financial position or results of operation.

You will find a more detailed description of the material claims and litigation pending at December 31, 2004 in the
BCE 2004 AIF, and in Note 24 to the consolidated financial statements.

Commitment under the Deferral Account

The deferral account is a mechanism resulting from the CRTC’s second price cap decision of May 2002, which
requires us to fund initiatives such as service improvements, reduced customer rates and/or customer rebates. We
estimate our commitment under the deferral account to be approximately $202 million at December 31, 2004. We
expect to clear most of this amount in 2005 by implementing various initiatives.

Provision for Contract Loss

In 2001, we entered into a contract with the Government of Alberta to build a next-generation network to bring high-
speed Internet and broadband capabilities to rural communities in Alberta. Mechanical construction of the network
was completed in December 2004. We identified cost overruns on the construction contract and recorded an
additional provision of $128 million in 2004. Acceptance of the network by the Government of Alberta was initially
due by January 24, 2005. Based on discussions with the Government of Alberta, Bell Canada has agreed to have
the network completed and accepted by the Government of Alberta by the end of September 2005. There is a risk
that we could incur higher than currently anticipated costs in completing the acceptance of the network by the
Government of Alberta.

Sources of Liquidity

While we do not expect a cash shortfall in the foreseeable future, we expect to cover any shortfall through the
financing facilities we currently have in place.

These financing facilities, along with our strengthening balance sheet, give us flexibility in carrying out our plans
for future growth. If necessary, we can supplement our liquidity sources by issuing additional debt or equity, or by
selling non-core assets. We might do this to help finance business acquisitions or for contingencies.
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Risks that Could Affect
Our Business

This section describes
general risks that could
affect all BCE group
companies and specific
risks that could affect
BCE Inc. and certain
other BCE group
companies.

Management’s Discussion and Analysis

The table below is a summary of our outstanding lines of credit, bank facilities and commercial paper programs at
December 31, 2004.

NON-
COMMITTED COMMITTED TOTAL
Commercial paper credit lines 1,290 2,000 3,290
Other credit facilities 1,171 411 1,582
Total 2,461 2,411 4,872



A risk is the possibility
that an event might
happen in the future that
could have a negative
effect on the financial
condition, results of
operations or business of
one or more BCE group
companies. Part of
managing our business is
to understand what these
potential risks could be
and to minimize them
where we can.

Because no one can
predict whether an event
will happen or what its
consequences may be,
the actual effect of any
event on our business
could be materially
different from what we
currently anticipate. In
addition, this description
of risks does not include
all possible risks, and
there may be other risks
of which we are currently
not aware.

537 -
1,924 2,411

537
4,335

Drawn
Undrawn

BCE Inc., Bell Canada and Aliant may issue notes under their commercial paper programs up to the amount of their
supporting committed lines of credit. The total amount of these supporting committed lines of credit available (net of
letters of credit) was $1.3 billion at December 31, 2004.

BCE Inc., Bell Canada and Aliant had $135 million in commercial paper outstanding at December 31, 2004.

BCE Inc. and Bell Canada can issue Class E notes under their commercial paper programs. These notes are not
supported by committed lines of credit and may be extended in certain circumstances. BCE Inc. may issue up to
$360 million of Class E notes and Bell Canada may issue up to $400 million. BCE Inc. and Bell Canada had no Class
E notes outstanding at December 31, 2004.

The drawn portion of our total credit facilities includes $414 million in letters of credit under our committed
facilities.

Risks that Could Affect Our Business

Bell Canada is our most important subsidiary, which means our financial performance depends in large part on how
well Bell Canada performs financially. The risks that could affect Bell Canada and its subsidiaries are more likely to
have a significant impact on our financial condition, results of operations and business than the risks that could affect
other BCE group companies.

Risks that Could Affect All BCE Group Companies

Strategies and Plans

We plan to achieve our business objectives through various strategies and plans.

In 2004, we embarked on our strategy to deliver unrivalled integrated communications to customers across
Canada, with an overall objective to take a leadership position in setting the standard in IP for the industry and for
our customers. Leveraging the opportunities created by IP-based communications should allow us to deliver on the
guiding principles of our strategy of customer simplification, innovation and efficiency. This strategy is founded on
three priorities:

e deliver an enhanced customer experience with the objective of enabling a significantly lower cost structure at
Bell Canada

e deliver abundant bandwidth to enable all the services of the future with the reliability and security that
customers require

e create the next-generation services to drive future growth.

Our strategic direction involves significant changes in our processes, in how we approach our markets, and in how
we develop and deliver products and services. This means we will need to be responsive in adapting to these
changes. It also means that a shift in employee skills will be necessary.

We will need to spend capital to implement our strategies and to carry out our plans. However, the actual amounts
of capital required and the returns from these investments could differ materially from our current expectations.

If we are unable to achieve our business objectives, our financial performance, including our growth prospects,
could be hurt. This could have a material and negative effect on our results of operations.

Economic and Market Conditions

Our business is affected by general economic conditions, consumer confidence and spending, and the demand for,
and prices of, our products and services. When there is a decline in economic growth and in retail and commercial
activity, there tends to be a lower demand for our products and services. During these periods, customers may delay
buying our products and services, or reduce or discontinue using them.
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Competition

Competition affects our
pricing strategies and
reduces our revenues and
profitability. It could also
affect our ability to retain
existing customers and
attract new ones.
Competition puts us under
constant pressure to keep
our prices competitive. It
forces us to continue to

Weak economic conditions may negatively affect our profitability and cash flows from operations. They could also
negatively affect the financial condition and credit risk of our customers, which could increase uncertainty about our
ability to collect receivables and potentially increase our bad debt expenses.

Increasing Competition

We face intense competition from traditional competitors, as well as from new entrants to the markets in which we
operate. We compete not only with other telecommunications, media, television, satellite and information technology
service providers, but also with other businesses and industries. These include cable, software and Internet
companies, a variety of companies that offer network services, such as providers of business information systems,
systems integrators and other companies that deal with, or have access to, customers through various
communications networks.



reduce costs, manage
expenses and increase
productivity. This means
that we need to be able to
anticipate and respond
quickly to the constant
changes in our
businesses and markets.

Many of our competitors have substantial financial, marketing, personnel and technological resources. Other
competitors may emerge from restructurings in the future with reduced debt and a stronger financial position. This
means that they could have more financial flexibility to price their products and services at competitive rates.

We already have several domestic and foreign competitors, but the number of well resourced foreign competitors
with a presence in Canada could increase in the future. Over the past two years, the Government of Canada has
reviewed the foreign ownership restrictions that apply to telecommunications carriers and to broadcasting distribution
undertakings (BDUs). Removing or easing the limits on foreign ownership could result in foreign companies entering
the Canadian market by making acquisitions or investments. This could result in greater access to capital for our
competitors or the arrival of new competitors with global scale, which would increase competitive pressure. It is
impossible to predict the outcome of the government’s review or to assess how any change in foreign ownership
restrictions may affect us because the government has not completed its review of these matters.

Wireline and Long Distance

We experience significant competition in the provision of long distance service from dial-around providers, prepaid
card providers, VolP service providers and others, and from traditional competitors such as inter-exchange carriers
and resellers. We also face increasing cross-platform competition as customers replace traditional services with new
technologies. For example, our wireline business competes with VoIP, wireless and Internet services, including chat
services, instant messaging and e-mail. We also expect to face competitive pressure from cable companies as they
implement voice services over their networks and from other emerging competitors such as electrical utilities. These
alternative technologies, products and services are now making significant inroads in our legacy services, which
typically represent our higher margin business.

Technology substitution, and VolIP in particular, has reduced barriers to entry in the industry. This has allowed
competitors with far lower investments in financial, marketing, personnel and technological resources to rapidly
launch new products and services and gain market share. This trend is expected to accelerate in the future, which
could materially and negatively affect our financial performance.

Contracts for long distance services to large business customers are very competitive. Customers may choose to
switch to competitors that offer lower prices to gain market share and that are less concerned about the quality of
service or impact on their earnings.

These competitive factors suggest that our wireline accesses and long distance volumes will continue to decline
in the future. Continued decline will lead to reduced economies of scale in those businesses and, in turn, lower
margins. Our strategy is to mitigate these declines by building the business for newer growth services, but the
margins on newer services will likely be less than the margins on legacy services. If the legacy services decline
faster than the rate of growth of our newer services, our financial performance will be negatively and materially
affected.
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Anticipating
Technological Change
We operate in markets
that are experiencing
constant technological
change, evolving industry
standards, changing client
needs, frequent
introductions of new
products and services,
and short product life
cycles.

Our success will
depend in large part on
how well we can
anticipate and respond to
changes in industry

Management’s Discussion and Analysis

Internet Access

Cable companies and independent Internet service providers (ISPs) have increased competition in the broadband
and Internet access services business. In particular, competition from cable companies has focused on increased
bandwidth and discounted pricing on bundles. Competition has led to pricing for Internet access in Canada that is
among the lowest in the world.

In addition, service providers that are funded by regional electrical utilities may continue to develop and market
services that compete directly with Bell Canada’s Internet access and broadband services. Developments in
wireless broadband services may also result in increased competition in certain geographic areas. This could
materially and negatively affect the financial performance of our Internet access services business.

Wireless

The Canadian wireless telecommunications industry is also highly competitive. We compete directly with other
wireless service providers that aggressively introduce, price and market their products and services, and with

wireline service providers. We expect competition to intensify as new technologies, products and services are
developed.



standards and client
needs, and how quickly
and efficiently we can
introduce new products,
services and technologies
and upgrade existing
ones.

Video

Bell ExpressVu competes directly with another DTH satellite television provider and with cable companies across
Canada. These cable companies have upgraded their networks, operational systems and services, which could
improve their competitiveness. This could materially and negatively affect the financial performance of Bell
ExpressVu.

Improving Productivity and Containing Capital Intensity

We continue to implement several productivity improvements while containing our capital intensity. There will be a
material and negative effect on our profitability if we do not continue to successfully implement these productivity
improvements, reduce costs and manage capital intensity while maintaining the quality of our service. For example,
each year between 2002 and 2004, we were required to reduce the price of certain services offered by the
Bell Canada companies that are subject to regulatory price caps, and may be required to do so again in 2005. In
addition, we have reduced our prices in some business data services that are not regulated in order to remain
competitive, and we may have to continue doing so in the future. The profits of the Bell Canada companies will
decline if they cannot reduce their expenses at the same rate. There would also be a material and negative effect on
our profitability if market factors or other regulatory actions result in lower revenues and we cannot reduce our
expenses at the same rate.

Many productivity improvements require capital expenditures to implement systems that automate or assist in our
operations. There is no assurance that these investments will be effective in delivering the planned productivity
improvements.

Anticipating Technological Change

We may face additional financial risks as we develop new products, services and technologies, and update our
networks to stay competitive. Newer technologies, for example, may quickly become obsolete or may need more
capital than expected. Development could be delayed for reasons beyond our control. Substantial investments
usually need to be made before new technologies prove to be commercially viable. There is also a significant risk
that current regulation could be expanded to apply to newer technologies. A regulatory change could delay our
launch of new services and restrict our ability to market these services if, for example, new pricing rules or marketing
or bundling restrictions were introduced or existing ones extended.

The Bell Canada companies are in the process of moving their core circuit-based infrastructure to IP technology.
As part of this move, the Bell Canada companies also plan to discontinue certain services that are based on circuit-
based infrastructure. In some cases, this could be delayed or prevented by customers or regulatory actions. If the
Bell Canada companies cannot discontinue these services as planned, they will not be able to achieve improvements
as expected.
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Liquidity
Our ability to generate
cash and to maintain
capacity to meet our
financial obligations and
provide for planned
growth depends on our
sources of liquidity.

Our cash

There is no assurance that we will be successful in developing, implementing and marketing new technologies,
products, services or enhancements in a reasonable time, or that they will have a market. There is also no
assurance that efficiencies will increase as expected. New products or services that use new or evolving
technologies could make our existing ones unmarketable or cause their prices to fall.

Liquidity

In general, we finance our capital needs in four ways:



requirements may be
affected by the risks
associated with our
contingencies, off-balance
sheet arrangements,
derivative instruments
and assumptions built in
our business plan.

Litigation, Regulatory
Matters and Changes in
Laws

Please see the BCE
2004 AIF for a detailed
description of:

the principal legal
proceedings involving
BCE

certain regulatory
initiatives and
proceedings affecting
the Bell Canada
companies.

Please also see Risks
that Could Affect Certain
BCE Group Companies —
Bell Canada Companies —
Changes to Wireline
Regulation in this MD&A
for a description of certain
regulatory initiatives and
proceedings that could
affect the Bell Canada
companies.

e from cash generated by our operations or investments
e by borrowing from commercial banks

e through debt and equity offerings in the capital markets
e Dby selling or otherwise disposing of assets.

Financing through equity offerings would dilute the holdings of existing equity investors. An increased level of debt
financing could lower our credit ratings, increase our borrowing costs and give us less flexibility to take advantage of
business opportunities.

Our ability to raise financing depends on our ability to access the capital markets and the syndicated commercial
loan market. The cost of funding depends largely on market conditions, and the outlook for our business and credit
ratings at the time capital is raised. If our credit ratings are downgraded, our cost of funding could significantly
increase. In addition, participants in the capital and syndicated commercial loan markets have internal policies
limiting their ability to invest in, or extend credit to, any single borrower or group of borrowers or to a particular
industry.

BCE Inc. and some of its subsidiaries have entered into renewable credit facilities with various financial
institutions. They include facilities serving as backup facilities for issuing commercial paper. There is no assurance
that these facilities will be renewed on favourable terms.

We need significant amounts of cash to implement our business plan. This includes cash for capital expenditures
to provide our services, dividend payments and payment of our contractual obligations, including repayment of our
outstanding debt.

Our plan in 2005 is to generate enough cash from our operating activities to pay for capital expenditures and
dividends. We expect to pay contractual obligations maturing in 2005 from cash on hand, from cash generated from
our operations or by issuing debt. If actual results are different from our business plan or if the assumptions in our
business plan change, we may have to raise more funds than expected by issuing debt or equity, borrowing from
banks or selling or otherwise disposing of assets.

If we cannot raise the capital we need upon acceptable terms, we may have to:

o limit our ongoing capital expenditures
e limit our investment in new businesses
e try to raise additional capital by selling or otherwise disposing of assets.

Any of these possibilities could have a material and negative effect on our cash flow from operations and growth
prospects.

Making Acquisitions

Our growth strategy includes making strategic acquisitions and entering into joint ventures. There is no assurance
that we will find suitable companies to acquire or to partner with, or that we will have the financial resources needed
to complete any acquisition or to enter into any joint venture. There could also be difficulties in integrating the
operations of acquired companies with our existing operations or in operating joint ventures.

Litigation, Regulatory Matters and Changes in Laws

Pending or future litigation, regulatory initiatives or regulatory proceedings could have a material and negative effect
on our businesses, operating results and financial condition. Changes in laws or regulations or in how they are
interpreted, and the adoption of new laws or regulations (including changes in, or the adoption of, new tax laws that
result in higher tax rates or new taxes) could also materially and negatively affect us.
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Funding and Control

of Subsidiaries

BCE Inc. and Bell Canada
are currently funding,
directly or indirectly, and
may in the future continue

Management’s Discussion and Analysis

Funding and Control of Subsidiaries

If BCE Inc. or Bell Canada decides to stop funding any of its subsidiaries and that subsidiary does not have other
sources of funding, this would have a material and negative effect on the subsidiary’s results of operations and
financial condition and on the value of its securities.

In addition, BCE Inc. and Bell Canada do not have to remain the majority holder of, or maintain their current level
or nature of ownership in, any subsidiary, unless they have agreed otherwise. The announcement of a decision by



to fund, the operating
losses of some of their
subsidiaries, but they are
under no obligation to
continue doing so.

Renegotiating Labour
Agreements
Approximately 41% of our
employees are
represented by unions
and are covered by
collective agreements.

BCE Inc. or Bell Canada to change the nature of its investment in a subsidiary, to dispose of some or all of its interest
in a subsidiary or any other similar decision could have a material and negative effect on the subsidiary’s results of
operations and financial condition and on the value of its securities.

If BCE Inc. or Bell Canada stops funding a subsidiary, changes the nature of its investment or disposes of all or
part of its interest in a subsidiary, stakeholders or creditors of the subsidiary might decide to take legal action against
BCE Inc. or Bell Canada, respectively. For example, certain members of the lending syndicate of Teleglobe, a former
subsidiary of BCE Inc., and other creditors of Teleglobe have launched lawsuits against BCE Inc. following its
decision to stop funding Teleglobe. See Legal proceedings we are involved in in the BCE 2004 AlF for a description
of these lawsuits. While we believe that these kinds of claims have no legal foundation, they could negatively affect
the market price of BCE Inc.’s or Bell Canada’s securities. BCE Inc. and Bell Canada could also have to devote
considerable management time and resources in responding to any such claim.

Pension Fund Contributions

Most of our pension plans had pension fund surpluses as of our most recent actuarial valuation. As a result, we have
not had to make regular contributions to the pension funds in the past few years.

The decline in the capital markets in 2001 and 2002, combined with historically low interest rates and early
retirement programs recently offered to employees, have significantly reduced the pension fund surpluses. This has
negatively affected our net earnings.

If returns on pension plan assets decline in the future or if interest rates decline further, the surpluses will also
continue to decline. This could have a material and negative effect on our results of operations.

We expect to contribute approximately $200 million to our defined benefit pension plans in 2005, subject to the
completion of actuarial valuations. Following the completion of such actuarial valuations, we might have to make
contributions to our defined benefit pension plans in 2005 in excess of the expected amount of approximately $200
million, which could have a negative effect on BCE Inc.’s liquidity.

Renegotiating Labour Agreements
The following important collective agreements have expired:

o the collective agreements between CTV Television Inc. and its employees in Calgary and Edmonton,
representing approximately 150 employees, which expired on September 30, 2004

o the collective agreement between CTV Television Inc. and its employees in Ottawa, representing
approximately 65 employees, which expired on December 31, 2004.

Negotiations continue regarding the renewal of both collective agreements.
The following important collective agreements expire on or before December 31, 2005:

o the collective agreement between the Canadian Telecommunications Employees’ Association (CTEA) and
Bell Canada representing approximately 10,000 clerical and associated employees, which expires on
May 31, 2005. Negotiations began in March 2005.

e certain collective agreements, representing approximately 170 CTV Television Inc. employees, which expire
as follows:
— Sault Ste. Marie on April 8, 2005
— RDS Montréal on April 15, 2005
— Cape Breton, New Brunswick, North Bay and Saskatoon on August 31, 2005

e the collective agreement representing approximately 395 employees at The Globe and Mail, which expires on
July 1, 2005.
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Holding Company
Structure

BCE Inc. is a holding
company. That means it
does not carry on any
significant operations and

Renegotiating collective agreements could result in higher labour costs and work disruptions, including work
stoppages or work slowdowns. Difficulties in renegotiations or other labour unrest could significantly hurt our
businesses, operating results and financial condition. Bell Canada has established a program to implement a
number of measures to help minimize disruptions and seek to ensure that customers continue to receive normal
service during labour disruptions. There can be no assurance that a strike, if one occurs, would not disrupt service to
Bell Canada’s customers. In addition, work disruptions at our service providers, including work slowdowns and work



has no major sources of
income or assets of its
own, other than the
interests it has in its
subsidiaries, joint
ventures and significantly
influenced companies.

Stock Market Volatility
The stock markets have
experienced significant
volatility over the past few
years, which has affected
the market price and
trading volumes of the
shares of many
telecommunications
companies, in particular.

stoppages due to strikes, could significantly hurt our business, including our customer relationships and results of
operations.

Events Affecting Our Networks

Network failures could materially hurt our business, including our customer relationships and operating results. Our
operations depend on how well we protect our networks, equipment, applications and the information stored in our
data centres against damage from fire, natural disaster, power loss, hacking, computer viruses, disabling devices,
acts of war or terrorism and other events. Our operations also depend on the timely replacement and maintenance of
our networks and equipment. Any of these events could cause our operations to be shut down indefinitely.

Our networks are connected with the networks of other telecommunications carriers, and we rely on them to
deliver some of our services. Any of the events mentioned in the previous paragraph, as well as strikes or other work
disruptions, bankruptcies, technical difficulties or other events affecting the networks of these other carriers, could
also hurt our business, including our customer relationships and operating results.

Software and System Upgrades

Many aspects of the BCE group companies’ businesses including, but not limited to, the provision of
telecommunication services and customer billing, depend to a large extent on various IT systems and software,
which must be improved and upgraded on a regular basis and replaced from time to time. The implementation of
system and software upgrades and conversions is a very complex process, which may have several adverse
consequences including billing errors and delays in customer service. Any of these events could significantly hurt our
customer relationships and businesses and have a material and adverse effect on our results of operations.

Risks that Could Affect BCE Inc.

Holding Company Structure

BCE Inc.’s cash flow and its ability to service its debt and to pay dividends on its shares all depend on dividends or
other distributions it receives from its subsidiaries, joint ventures and significantly influenced companies and, in
particular, from Bell Canada. BCE Inc.’s subsidiaries, joint ventures and significantly influenced companies are
separate legal entities. They are not required to pay dividends or make any other distributions to BCE Inc.

Stock Market Volatility

Differences between BCE Inc.’s actual or anticipated financial results and the published expectations of financial
analysts may also contribute to volatility in BCE Inc.’s common shares. A major decline in the capital markets in
general, or an adjustment in the market price or trading volumes of BCE Inc.’s common shares or other securities,
may materially and negatively affect our ability to raise capital, issue debt, retain employees, make strategic
acquisitions or enter into joint ventures.

Risks that Could Affect Certain BCE Group Companies

Bell Canada Companies

Contract with the Government of Alberta

In 2001, we entered into a contract with the Government of Alberta to build a next-generation network to bring high-
speed Internet and broadband capabilities to rural communities in Alberta. Mechanical construction of the network
was completed in December 2004. We identified cost overruns on the construction contract and recorded an

additional provision of $128 million in 2004. Acceptance of the network by the Government of Alberta was initially
due by January 24, 2005. Based on discussions with the
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Government of Alberta, Bell Canada has agreed to have the network completed and accepted by the Government of
Alberta by the end of September 2005. There is a risk that we could incur higher than currently anticipated costs in
completing the acceptance of the network by the Government of Alberta.

Changes to Wireline Regulation



made by various
regulatory agencies,
including the CRTC. For
example, many of the
decisions of the CRTC try
to balance requests from
competitors for access to
facilities, such as the
telecommunications
networks, switching and
transmission facilities, and
other network
infrastructure of
incumbent telephone
companies, with the rights
of the incumbent
telephone companies to
compete reasonably
freely. There is a risk that
such decisions of the
CRTC, and in particular
the decisions dealing with
prices at which we must
provide such access, may
adversely affect our
business and results of
operations.

Competitor Digital
Network Service

The CRTC released
Decision 2005-6 on
February 3, 2005,
regarding Competitor
Digital Network (CDN)
services. This decision
determined the rates,
terms and conditions for
the provision of digital
network services by

Bell Canada and the other
incumbent telephone
companies to their
competitors.

Second Price Cap Decision

In May 2002, the CRTC issued decisions relating to new price cap rules that will govern incumbent telephone
companies for a four-year period starting in June 2002. These decisions:

e set a 3.5% productivity factor on many capped services, which may require the Bell Canada companies to
reduce prices for these services

e extended price cap regulation to more services

o reduced the prices that incumbent telephone companies can charge competitors for services

e set procedures for enforcing standards of service quality

o effectively froze rates for residential services.

The CRTC also established a deferral account and, on March 24, 2004, initiated a public proceeding inviting
proposals on the disposition of the amounts accumulated in the accounts of the incumbent telephone companies
during the first two years of the price cap period.

The total balance in Bell Canada’s and Aliant’s deferral accounts at December 31, 2004 was estimated to be
approximately $202 million.

On May 19, 2004, Bell Canada filed its proposal, as part of the public proceeding initiated by the CRTC on
March 24, 2004, asking for approval to use some of the funds in its deferral account to implement the following
initiatives:

e expand its broadband services to certain areas that are not economically viable to serve under its commercial
broadband program

e reduce rates for some of its optional local services

* implement network upgrades required to support Bell Canada’s High Probability of Call Completion feature.
This feature would give designated calls on the Bell Canada network a higher probability of completion under
normal network loads and when the Public Switched Telephone Network (PSTN) is busy and experiencing
call blocking conditions.

On January 28, 2005, Aliant filed its proposal for the disposition of any amounts in its deferral account. Its proposal
included:

e funding of rate reductions in response to competitive pressures

e recovery of funds used to deploy telecommunications devices for the deaf for payphones pursuant to a CRTC
directive

e funding E9-1-1 enhancements in Atlantic Canada

e recovery of costs and lost revenue resulting from a number of events that were beyond its control.

It is expected that this proceeding will close in the second half of 2005.
If the CRTC does not approve these proposals, there is a risk that the funds in Bell Canada’s and Aliant’s deferral
accounts could be used in a way that could have a negative financial effect on them.

Competitor Digital Network Service

The CRTC'’s decision concerning CDN services includes many changes that will affect both Bell Canada and Aliant
as providers of CDN services in their respective operating territories and as buyers of those services elsewhere in
Canada. The CRTC has determined that the scope of CDN services should be broadened from access elements
only to also include intra-exchange facilities, inter-exchange facilities in certain metropolitan areas, channelization
and co-location links (expanded CDN services). However, other than for the access and link components, the CRTC
determined that these expanded CDN services should not be priced as essential facilities but will be priced to
include “appropriate mark-ups” so as to encourage competitors to construct their own facilities.

There are two important financial aspects to note in this decision. First, the reduced prices for the expanded CDN
services are to be applied on a going-forward basis only, and Bell Canada will be compensated for the resulting
revenue losses from the deferral account. Secondly, Bell Canada will also be compensated, through the deferral
account, for both the retroactive and the future application of reduced rates for the CDN services currently tariffed.
The incumbent telephone companies are required to file the estimated drawdown from the deferral account with the
CRTC within 30 days of this decision.
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Retail Quality of Service Indicators

As part of the second price cap decision, incumbent telephone companies are also subject to an interim penalty
mechanism for retail quality of service. Under this mechanism, these companies could pay a penalty of up to 5% of
their annual revenues from total local retail, business and residential services that are regulated. For Bell Canada,
the potential penalty amount could be as much as approximately $262 million annually.

The interim penalty mechanism covers 13 retail quality-of-service indicators. If a company does not meet the
CRTC'’s average annual standard for any of these indicators, the penalty could range from $5 million to $20 million
for each indicator that is not met on an annual average basis. The amount of penalty payable would be based on
how much the actual results for each indicator deviated from the CRTC standard.

This mechanism is currently under review in the proceeding initiated by Public Notice 2003-3, Retail quality of
service rate adjustment plan and related issues, and a decision has not yet been made. Based on actual results
year-to-date, we do not expect Bell Canada to face any penalties for the penalty period of July 1, 2004 to
June 30, 2005.

Decision on Incumbent Affiliates

On December 12, 2002, the CRTC released its decision on incumbent affiliates, which requires Bell Canada and its
carrier affiliates to receive CRTC approval on contracts that bundle tariffed and non-tariffed products and services.
This means that:

e all existing contracts that bundle tariffed and non-tariffed products and services must be filed with the CRTC
for approval

e all new contracts that bundle tariffed and non-tariffed products and services must receive CRTC approval
before they are carried out

o carrier affiliates must meet the same approval requirements as Bell Canada on products and services they
offer in Bell Canada’s operating territory.

On September 23, 2003, the CRTC issued a decision that requires Bell Canada and its carrier affiliates to include a
detailed description of the bundled services they provide to customers when they file tariffs with the CRTC. The
customer’s name will be kept confidential, but the pricing and service arrangements it has with the Bell Canada
companies will be available on the public record.

This decision increased the regulatory burden for Bell Canada and its carrier affiliates at both the wholesale and
retail levels. It could also cause some of their large customers to choose another preferred supplier, which could
have a material and negative effect on their results of operations. Bell Canada’s appeal of this decision to the
Federal Court of Canada was dismissed on September 14, 2004. As a result, Bell Canada has submitted tariffs for
CRTC approval for those contracts with bundles that have not yet expired in order to provide more detailed
descriptions of the bundled services.

Allstream and Call-Net Application Concerning Customer-Specific Arrangements

On January 23, 2004, Allstream Corp. (Allstream) and Call-Net Enterprises Inc. (Call-Net) filed a joint application
asking the CRTC to order Bell Canada to stop providing service under any customer-specific arrangements that are
currently filed with the CRTC and are not yet approved.

Allstream and Call-Net have proposed that Bell Canada should only provide services to these customers under its
general tariff.

Bell Canada provided its comments opposing all aspects of this application. If the CRTC grants it, Bell Canada
will be required to cancel contracts with many of its enterprise customers and, in some cases, to reprice services.
This could have a material and negative effect on Bell Canada’s ability to offer new services to the large business
customer market on competitive terms and conditions.

Public Notice on Changes to Minimum Prices

On October 23, 2003, the CRTC issued a public notice asking for comments on its preliminary view that revised
rules may be needed for setting minimum prices for the regulated services of incumbent telephone companies and
for how they price their services,
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service bundles and customer contracts. The CRTC sought comments on proposed pricing restrictions on volume or
term contracts for retail tariffed services. It issued an amended public notice on December 8, 2003. The record of
this proceeding was completed with the filing of arguments on June 11, 2004 and reply arguments on June
25, 2004.

If the CRTC determines the proposals are to be implemented as proposed, the Bell Canada companies will be
required to increase the minimum prices they charge for regulated services. This would negatively limit their ability to
compete.



systems in Canada. The
Minister of Industry
awards spectrum
licences, through a
variety of methods, at his
or her discretion under
the Radiocommunication
Act.

Application Seeking Consistent Regulation

On November 6, 2003, Bell Canada filed an application requesting that the CRTC start a public hearing to review
how similar services offered by cable companies and telephone companies are regulated. This would allow
consistent rules to be developed that recognize and support the growing competition between these sectors. Bell
Canada also requested that this proceeding address any rules that might be needed to govern VolIP services
provided by cable companies and others.

On April 7, 2004, the CRTC invited comments on its preliminary views on the regulation of VolP services and
invited interested parties to participate in a public consultation on the regulatory framework for VolP. The CRTC’s
preliminary view is that VolP services using telephone numbers that conform to the North American Numbering Plan
(NANP) and allow subscribers to make or receive calls from any telephone with access to the PSTN are functionally
the same as switched telecommunications services. The CRTC’s preliminary conclusion is that when incumbent
telephone companies provide VolP services in their incumbent territories, they should be required to respect their
existing tariffs or to file proposed tariffs where required, in order to conform with the regulatory rules that apply. The
CRTC also provided preliminary views on 9-1-1 services, message relay service and privacy safeguards provided by
local VolIP service providers. Bell Canada provided its comments to the CRTC on June 18, 2004. The CRTC held
the public consultation on the regulatory framework for VolP from September 21 to 23, 2004. Bell Canada filed reply
comments on October 13, 2004.

A decision is expected in the second quarter of 2005. There is a risk that the CRTC might decide to regulate VolP
services provided by the Bell Canada companies and other incumbent telephone companies but not the VolP
services provided by certain other competitors, cable companies in particular. These proceedings could determine
the rules for competition with other service providers and limit the ability of Bell Canada companies to compete in the
future.

The CRTC has included a “Proceeding on Regulatory Symmetry” in its 2005-2006 Work Plan. If cable
companies and the incumbent telephone companies are subject to different regulations for similar services, and
specifically for similar bundles of services, the incumbent telephone companies would be at a competitive
disadvantage which could have a material and negative effect on their revenues and profitability.

Licences for Broadcasting

On November 18, 2004, the CRTC issued Broadcasting Decision CRTC 2004-496, which approved Bell Canada’s
applications for licences to operate terrestrial broadcasting distribution undertakings, using its wireline facilities, to
serve large cities in Southern Ontario and Québec. Bell Canada will be licensed under the same terms and
conditions that apply to major cable operators, without any delays or other conditions that would negatively affect its
ability to compete with them. The licences will be issued once Bell Canada informs the CRTC that it is ready to
commence operations and will expire on August 31, 2011. Bell Canada is required to have the terrestrial
broadcasting distribution undertakings operational no later than November 18, 2006, unless an extension of time is
approved by the CRTC.

Licences and Changes to Wireless Regulation

As a result of an Industry Canada decision, the cellular and PCS licences of Bell Mobility and of Aliant Telecom Inc.
and MT&T Mobility Inc. (two subsidiaries of Aliant), which would have expired on March 31, 2006, will now expire in
2011. The PCS licences that were awarded in the 2001 PCS auction will expire on November 29, 2011. As a result,
these Bell Canada companies’ cellular and PCS licences are now classified as spectrum licences with a 10-year
licence term. While we expect that they will be renewed at term,
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there is no assurance that this will happen. Industry Canada can revoke a company’s licence at any time if the
company does not comply with the licence’s conditions. While we believe that we comply with the conditions of our
licences, there is no assurance that Industry Canada will agree. Should there be a disagreement, this could have a
material and negative effect on the Bell Canada companies.

In October 2001, the Minister of Industry announced plans for a national review of Industry Canada’s procedures
for approving and placing wireless and radio towers in Canada, including a review of the role of municipal authorities
in the approval process. If the consultation process results in more municipal involvement in the approval process,
there is a risk that it could significantly slow the expansion of wireless networks in Canada. This could have a
material and negative effect on the operations of the Bell Canada companies. The final report from the National
Antenna Tower Policy Review Committee was filed with Industry Canada in September 2004. Industry Canada is
now reviewing the report and considering what next steps, if any, it will take, after which it may invite comments from



interested parties, including the wireless carriers, on the report and its recommendations. It is not possible to predict
at this time if or when any action might be taken on the findings of the report.

Revenue from Major Customers

A significant amount of revenue earned by Bell Canada’s Enterprise unit comes from a small number of major
customers. If we lose contracts with these major customers and cannot replace them, it could have a material and
negative effect on our financial results.

Voluntary Departure Programs

In 2004, we announced an early retirement program and early departure program for Bell Canada employees. We
estimate annual savings of approximately $390 million relating to these programs because of lower salaries,
bonuses and non-pension benefits. There is a risk that the amount we expect to save each year from these
programs will be lower than expected if, for example, we incur outsourcing, replacement and other costs.

Competition Bureau’s Investigation Concerning System Access Fees

On December 9, 2004, Bell Canada was notified by the Competition Bureau that the Commissioner of Competition
had initiated an inquiry under the misleading advertising provisions of the Competition Act concerning Bell Mobility’s
description or representation of system access fees (SAFs) and was served with a court order, under section 11 of
the Competition Act, compelling Bell Mobility to produce certain records and other information that would be relevant
to the Competition Bureau’s investigation.

SAFs are charged on a monthly basis to Bell Mobility cellular subscribers to assist Bell Mobility to recover certain
costs associated with its mobile communications network. These costs include maintenance costs, the installation of
new equipment, retrofitting of new technologies and fees for spectrum licences. These costs also include the
recovery of the contribution tax charged by the CRTC to support telephone services in rural and remote areas of
Canada.

Bell Mobility may be subject to financial penalties by way of fines, administrative monetary penalties and/or
demands for restitution of a portion of the SAFs charged to cellular subscribers if it is found to have contravened the
misleading advertising provisions of the Competition Act.

Increased Accidents from Using Cellphones

Some studies suggest that using handheld cellphones while driving may result in more accidents. It is possible that
this could lead to new regulations or legislation banning the use of handheld cellphones while driving, as it has in
Newfoundland and Labrador and in several U.S. states. If this happens, cellphone use in vehicles could decline,
which would negatively affect the business of the Bell Canada companies.

Health Concerns about Radio Frequency Emissions
It has been suggested that some radio frequency emissions from cellphones may be linked to certain medical

conditions. In addition, some interest groups have requested investigations into claims that digital transmissions from
handsets used with digital wireless
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technologies pose health concerns and cause interference with hearing aids and other medical devices. This could
lead to additional government regulation, which could have a material and negative effect on the business of the

Bell Canada companies. In addition, actual or perceived health risks of wireless communications devices could result
in fewer new network subscribers, lower network usage per subscriber, higher churn rates, product liability lawsuits
or less outside financing being available to the wireless communications industry. Any of these would have a
negative effect on the business of the Bell Canada companies.

Bell ExpressVu
In order to restore the backup capacity for Bell ExpressVu, which was diminished by the partial failure of Nimiq 2,

Telesat reached an agreement with DirecTV for an existing spare in-orbit satellite (Nimiqg 3). Telesat received
approval from Industry Canada to relocate this satellite to the orbital slots currently occupied by Nimig 1 or Nimiq 2.



In July 2004, the CRTC granted final approval to the agreement between Bell ExpressVu and Telesat to lease the
full capacity of Nimiq 3.

Satellites are subject to significant risks. Any loss, failure, manufacturing defects, damage or destruction of these
satellites, of Bell ExpressVu'’s terrestrial broadcasting infrastructure or of Telesat’s tracking, telemetry and control
facilities that operate the satellites could have a material and negative effect on Bell ExpressVu’s results of
operations and financial condition. Please see Risks that Could Affect Certain BCE Group Companies — Telesat for
more information on the risks relating to Telesat’s satellites.

Bell ExpressVu is subject to programming and carriage requirements under CRTC regulations. Changes to the
regulations that govern broadcasting could negatively affect Bell ExpressVu’'s competitive position or the cost of
providing its services. Bell ExpressVu’s DTH satellite television distribution undertaking licence was renewed in
March 2004 and expires on August 31, 2010.

Bell ExpressVu continues to face competition from unregulated U.S. DTH satellite television services that are
illegally sold in Canada. In response, it is participating in legal actions that are challenging the sale of U.S. DTH
satellite television equipment in Canada. While Bell ExpressVu has been successful in increasing its share of the
satellite television market despite this competition, there is no assurance that it will continue to do so.

Bell ExpressVu faces a loss of revenue resulting from the theft of its services. It is taking numerous actions to
reduce these losses, including legal action, investigations, implementing electronic countermeasures targeted at
illegal devices, leading information campaigns and developing new technology. Bell ExpressVu introduced a smart
card swap for its authorized digital receivers beginning in 2004, that is designed to block unauthorized reception of
Bell ExpressVu signals. The smart card swap is being introduced in phases and is expected to be completed in the
second half of 2005. As with any technology-based security system, it is not possible to eliminate with absolute
certainty the possibility that security may be compromised at some point in the future.

On October 28, 2004, the Court of Québec ruled in R. v. D’Argy and Theriault that the provisions in the
Radiocommunication Act (Canada) making it a criminal offence to manufacture, offer for sale or sell any device used
to decode an encrypted subscription signal relating to the unauthorized reception of satellite signals violate the
freedom of expression rights enshrined in the Canadian Charter of Rights and Freedoms . The Canadian Department
of Justice has launched an appeal of this decision to the Superior Court of Québec. It remains a criminal offence
throughout Canada to manufacture, offer for sale or sell any device used to engage in the unauthorized reception of
satellite signals. If this decision is ultimately upheld by the courts and Parliament does not enact new provisions
criminalizing the unauthorized reception of satellite signals, Bell ExpressVu may face increasing loss of revenue
from the unauthorized reception of satellite signals.

Bell Globemedia
Dependence on Advertising
A large part of Bell Globemedia’s revenue from its television and print businesses comes from advertising revenues.

Bell Globemedia’s advertising revenues are affected by competitive pressures, including its ability to attract and
retain viewers and readers. In addition,
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the amount advertisers spend is directly related to economic growth. An economic downturn tends to make it more
difficult for Bell Globemedia to maintain or increase revenues. Advertisers have historically been sensitive to general
economic cycles and, as a result, Bell Globemedia’s business, financial condition and results of operations could be
materially and negatively affected by a downturn in the economy. In addition, most of Bell Globemedia’s advertising
contracts are short-term contracts that the advertiser can cancel on short notice.

Increasing Fragmentation in Television Markets

Television advertising revenue largely depends on the number of viewers and the attractiveness of programming in a
given market. The viewing market has become increasingly fragmented over the past decade and this trend is
expected to continue as new services and technologies increase the choices available to consumers. As a result,
there is no assurance that Bell Globemedia will be able to maintain or increase its advertising revenues or its ability
to reach or retain viewers with attractive programming.

Revenues from Distributing Television Services

A significant portion of revenues from CTV’s specialty television operations comes from contractual arrangements
with distributors who are mainly cable and DTH operators. Competition has increased in the specialty television
market. As a result, there is no assurance that contracts with distributors will be renewed on equally favourable
terms.

Increased Competition for Fewer Print Customers

Print advertising revenue largely depends on circulation and readership. The existence of a competing national
newspaper and commuter papers in Toronto has increased competition, while the total circulation and readership of



Canadian newspapers have continued to decline. This has resulted in higher costs, more competition in advertising
rates and lower profit margins at The Globe and Mail.

Broadcast Licences and CRTC Decisions

Each of CTV’s conventional and specialty services operates under licences issued by the CRTC for a fixed term of
up to seven years. These licences are subject to the requirements of the Broadcasting Act, the policies and
decisions of the CRTC and the conditions of each licensing or renewal decision, all of which may change. While
these are expected to be renewed at the appropriate times, there can be no assurance that any or all of CTV’s
licences will be renewed. Any renewals, changes or amendments to licences and any decisions by the CRTC from
time to time that affect the industry as a whole or CTV in particular may have a material and negative effect on

Bell Globemedia.

Telesat
Satellite Risks

There is a risk that the delivery of Telesat’s satellites under construction could be delayed as a result of delays in the
construction of the satellites, delays in the construction of the launch vehicle, the failure of a launch vehicle that is
similar to the model which Telesat intends to use to launch a satellite, or the unavailability of a reliable launch
opportunity. A delay in delivery could have an adverse effect on Telesat’s ability to provide service and could result
in additional costs. Telesat seeks to mitigate the impact of such a delay through various contractual measures
including late delivery charges and by planning for contingency measures as required.

There is a risk that Telesat’s satellites currently under construction, or satellites built in the future, may not be
successfully launched and deployed. Once Telesat’s satellites are in orbit, there is a risk that a failure could prevent
them from completing their commercial mission of providing uninterrupted service to customers. Telesat has a
number of measures in place that seek to protect itself against continuity of service risk. These measures include
engineering satellites with onboard redundancies, including spare equipment on the satellite, standard testing
programs that provide high confidence of performance levels, or retaining and obtaining redundant capacity on either
the same or another in-orbit satellite, and the purchase of insurance.
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Where insurance coverage is available on commercially reasonable terms and conditions, Telesat seeks to
protect itself against some of the consequences of launch and in-orbit failures by purchasing satellite insurance.
However, there is no assurance that Telesat will be able to obtain or renew launch and in-orbit insurance coverage
for its satellites for the full satellite value, nor is there any assurance that coverage will be obtained at a favourable
premium rate.

Telesat currently maintains insurance on in-orbit satellites as follows:

e Nimig 1 —insured until the second quarter of 2005 for approximately its book value;
e Anik F2 —insured until the third quarter of 2007 for approximately two thirds of its book value. In the event of a
total failure of the Anik F2 satellite, the after-tax accounting loss is estimated at $110 million to $115 million.



the key changes in
accounting standards and
our accounting policies,
and how they affect our
financial statements.

We have prepared our
consolidated financial
statements according to
Canadian GAAP. See
Note 1 to the consolidated
financial statements for
more information about
the accounting principles
we used to prepare our
financial statements.

Employee Benefit Plans
We maintain defined
benefit plans that provide
pension, other retirement
and post-employment
benefits for some of our
employees. The amounts
reported in the financial
statements relating to
these benefits are
determined using
actuarial calculations that
are based on several
assumptions.

In December 2004, Telesat ceased to insure its interest in the residual value of Nimiq 2 following the arrival in orbit
of the leased satellite Nimiq 3 (formerly DirecTV3) a satellite that complements the capacity of Nimig 1 and 2 and
which, following operational changes, could be used to provide capacity and continuity of service in the event of a
failure of either Nimiq 1 or Nimiq 2.

In August 2001, the manufacturer of the Anik F1 satellite advised Telesat of a gradual decline in power on the
satellite. Telesat believes some of the satellite’s core services will be affected by mid-to-late 2005. Anik F1R is
expected to replace Anik F1 in time to ensure that service to Anik F1’s customers will not be interrupted. Telesat had
insurance in place to cover the power loss on Anik F1 and filed a claim with its insurers in December 2002. In
March 2004, Telesat and its insurers reached a final settlement agreement. The settlement calls for an initial
payment to Telesat in 2004 of US$136.2 million, which has already been received, and an additional payment of
US$49.1 million in 2007 if the power level on Anik F1 degrades as predicted by the manufacturer. In the event that
the power level on Anik F1 is better than predicted, the amount of the payment(s) will be adjusted by applying a
formula which is included in the settlement documentation and could result in either a pro-rated payment to Telesat
of the additional US$49.1 million or a pro-rated repayment of up to a maximum of US$36.1 million to be made by
Telesat to the insurers. Currently, power levels are continuing to degrade as predicted.

In December 2004, Telesat received commitments for launch and in-orbit insurance coverage, covering the
launch and first year of in-orbit life, for the approximate book value of Anik F1R, subject to the completion of
documentation.

Telesat has signed a contract with EADS Astrium, SAS, a European satellite manufacturer, for construction of
the Anik F3 satellite. Anik F3 is expected to be available for service in the second half of 2006. During 2005, subject
to insurance availability and market conditions, Telesat will review and, if appropriate, commence the placement of
launch and in-orbit insurance coverage for Anik F3. However, there is no assurance that Telesat will be able to
obtain launch and in-orbit insurance coverage for the full value of Anik F3, nor is there any assurance that coverage
will be obtained at a favourable premium rate.

Our Accounting Policies
Critical Accounting Estimates

Under Canadian GAAP, we are required to make estimates when we account for and report assets, liabilities,
revenues and expenses, and to disclose contingent assets and liabilities in our financial statements. We are also
required to continually evaluate the estimates that we use.

We base our estimates on past experience and on other factors that we believe are reasonable under the
circumstances. Because this involves varying degrees of judgment and uncertainty, the amounts currently reported
in the financial statements could, in the future, prove to be inaccurate.

We consider the estimates described in this section to be an important part of understanding our financial
statements because they rely heavily on management’s judgment and are based on factors that are highly
uncertain.

Our senior management has discussed the development and selection of the critical accounting estimates
described in this section with the audit committee of the board of directors. The audit committee has reviewed these
critical accounting estimates.

Employee Benefit Plans

We perform a valuation at least every three years to determine the actuarial present value of the accrued
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Discount Rate

The discount rate is the
interest rate used to
determine the present
value of the future cash
flows that we expect will
be needed to settle
employee benefit
obligations. It is based on
the yield on long-term
high-quality corporate
fixed income investments,
with maturities matching
the estimated cash flows
from the plan.

pension and other retirement benefits. The valuation uses management’s assumptions for the discount rate,
expected long-term rate of return on plan assets, rate of compensation increase, health-care cost trend and expected

average remaining years of service of employees.

While we believe that these assumptions are reasonable, differences in actual results or changes in assumptions

could materially affect employee benefit obligations and future net benefit plans costs.

We account for differences between actual and assumed results by recognizing differences in benefit obligations

and plan performance over the working lives of the employees who benefit from the plans.

The two most significant assumptions used to calculate the net employee benefit plans cost are the discount rate
and the expected long-term rate of return on plan assets. Each of our operating segments is affected by these

assumptions.
Discount Rate

We determine the appropriate discount rate at the end of every year. Our discount rate was 6.2% at

December 31, 2004, a decrease from 6.5% at December 31, 2003. The table below shows the impact on the net
benefit plans cost for 2005 and the accrued benefit asset at December 31, 2005 of a 0.5% increase and a 0.5%

decrease in the discount rate.

IMPACT ON
ACCRUED
IMPACT ON BENEFIT
NET BENEFIT ASSET AT
DECEMBER
PLANS COST 31,
FOR 2005 2005
Discount rate increased to 6.7%
Consumer (27) 27
Business (24) 24
Aliant (12) 12
Other Bell Canada (12) 12
Other BCE (5) 5
Total (80) 80
Discount rate decreased to 5.7%
Consumer 28 (28)
Business 25 (25)
Aliant 10 (10)
Other Bell Canada 12 (12)
Other BCE 5 (5)
Total 80 (80)

Although there is no immediate impact on our balance sheet, a lower discount rate results in a higher accrued
benefit obligation and a lower pension surplus. This means that we may have to increase any cash contributions to

the plan.

Expected Long-Term Rate of Return

The expected long-term rate of return is a weighted average rate of our forward-looking view of long-term returns on

each of the major plan asset categories in our funds.

We determine the appropriate expected long-term rate of return at the end of every year. We assumed an
expected long-term rate of return on plan assets of 7.5% in 2004, which is the same as it was in 2003. The table
below shows the impact on the net benefit plans cost for 2005 and the accrued benefit asset at December 31, 2005

of a 0.5% increase and a 0.5% decrease in the expected rate of return on plan assets.

IMPACT ON
ACCRUED
IMPACT ON BENEFIT
NET BENEFIT ASSET AT
PLANS COST DECEMBER 31,
FOR 2005 2005

Expected rate of return increased to 8.0%
Consumer (24) 24
Business (21) 21
Aliant (5) 5

Other Bell Canada
(10)

10



Other BCE
Total (65) 65
Expected rate of return decreased to 7.0%
Consumer 24 (24)
Business 21 (21)
Aliant 5 (5)
Other Bell Canada 10 (10)
Other BCE 5 (5)
Total 65 (65)

Although there is no immediate impact on our balance sheet, poor fund performance results in a lower fair value of
plan assets and a lower pension surplus. This means that we may have to increase any cash contributions to the
plan.
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Goodwill Impairment

We assess the value of
goodwill of all reporting
units within each of our
operating segments every
year and when events or
changes in circumstances
indicate that it might be
impaired.

Contingencies

We become involved in
various litigation and
regulatory matters as a
part of our business. Each
of our operating segments
may be affected. Pending
litigation, regulatory
initiatives or regulatory
proceedings represent
potential financial loss to
our business.

Management’s Discussion and Analysis

Goodwill Impairment

We generally measure for impairment using a projected discounted cash flow method and confirm our assessment
using other valuation methods. If the asset’s carrying value is more than its fair value, we record the difference as a
reduction in the amount of goodwill on the balance sheet and an impairment charge in the statement of operations.

We make a number of significant estimates when calculating fair value using a projected discounted cash flow
method. These estimates include the assumed growth rates for future cash flows, the numbers of years used in the
cash flow model, the discount rate and many others.

We believe that all of our estimates are reasonable. They are consistent with our internal planning and reflect our
best estimates, but they have inherent uncertainties that management may not be able to control.

Any changes in each of the estimates used could have a material impact on the calculation of the fair value and
resulting impairment charge. As a result, we are unable to reasonably quantify the changes in our overall financial
performance if we had used different assumptions.

We cannot predict whether an event that triggers impairment will occur, when it will occur or how it will affect the
asset values we have reported.

There were no impairment charges recorded in 2004 or 2003.

Contingencies

We accrue a potential loss if we believe the loss is probable and it can be reasonably estimated. We base our
decision on information that is available at the time. We estimate the amount of the loss by consulting with the
outside legal counsel that is handling our defence. This involves analyzing potential outcomes and assuming various
litigation and settlement strategies.

If the final resolution of a legal or regulatory matter results in a judgment against us or requires us to pay a large
settlement, it could have a material and negative effect on our results of operations, cash flows and financial position
in the period that the judgment or settlement occurs. Any accrual would be charged to operating income and
included in Accounts payable and accrued liabilities or Other long-term liabilities. Any cash settlement would be
included in cash from operating activities.

None of our operating segments had any significant provisions relating to pending litigation, regulatory initiatives
or regulatory proceedings at December 31, 2004. We have not made any significant changes to our estimates in the
past two years.

Income Taxes

Management believes that it has adequately provided for income taxes based on all of the information that is
currently available. The calculation of income taxes in many cases, however, requires significant judgment in
interpreting tax rules and regulations, which are constantly changing. Each of our operating segments may be
affected.

Our tax filings are also subject to audits, which could materially change the amount of current and future income
tax assets and liabilities. Any change would be recorded as a charge or a credit to income tax expense. Any cash
payment or receipt would be included in cash from operating activities.

There were no significant changes to the estimates we made in the past two years.



Recent Changes to Accounting Standards

Please see Note 1 to the consolidated financial statements for more information about the accounting policies we
adopted in 2004. These are the result of new accounting standards for:

e impairment of long-lived assets
e asset retirement obligations
e hedging relationships.
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Future Changes to Accounting Standards
Financial Instruments

The CICA issued revisions to section 3860 of the CICA Handbook, Financial Instruments — Disclosure and
Presentation. The revisions change the accounting for certain financial instruments that have liability and equity
characteristics. It requires instruments that meet specific criteria to be classified as liabilities on the balance sheet.
Some of these financial instruments were previously classified as equities.

These revisions come into effect on January 1, 2005. Because we do not have any instruments with these
characteristics, adopting this section on January 1, 2005 will not affect our consolidated financial statements.

Comprehensive Income

The CICA issued section 1530 of the CICA Handbook, Comprehensive Income. The section is effective for fiscal
years beginning on or after October 1, 2006. It describes how to report and disclose comprehensive income and its
components.

Comprehensive income is the change in a company’s net assets that results from transactions, events and
circumstances from sources other than the company’s shareholders. It includes items that would not normally be
included in net earnings, such as:

e changes in the currency translation adjustment relating to self-sustaining foreign operations
e unrealized gains or losses on available-for-sale investments.

The CICA also made changes to section 3250 of the CICA Handbook, Surplus, and reissued it as section 3251,
Equity. The section is also effective for fiscal years beginning on or after October 1, 2006. The changes in how to
report and disclose equity and changes in equity are consistent with the new requirements of section 1530,
Comprehensive Income.

Adopting these sections on January 1, 2007 will require us to start reporting the following items in the
consolidated financial statements:

e comprehensive income and its components
e accumulated other comprehensive income and its components.

Financial Instruments — Recognition and Measurement

The CICA issued section 3855 of the CICA Handbook, Financial Instruments — Recognition and Measurement. The



section is effective for fiscal years beginning on or after October 1, 2006. It describes the standards for recognizing
and measuring financial assets, financial liabilities and non-financial derivatives.
This section requires that:

e all financial assets be measured at fair value, with some exceptions like loans and investments that are
classified as held-to-maturity

¢ all financial liabilities be measured at fair value if they are derivatives or classified as held for trading
purposes. Other financial liabilities are measured at their carrying value.

o all derivative financial instruments be measured at fair value, even when they are part of a hedging
relationship.

We are currently evaluating the impact on our consolidated financial statements of adopting this section on
January 1, 2007.

Hedges

The CICA recently issued section 3865 of the CICA Handbook, Hedges. The section is effective for fiscal years
beginning on or after October 1, 2006, and describes when and how hedge accounting can be used.

Hedging is an activity used by a company to change an exposure to one or more risks by creating an offset
between:

e changes in the fair value of a hedged item and a hedging item
e changes in the cash flows attributable to a hedged item and a hedging item, or
e changes resulting from a risk exposure relating to a hedged item and a hedging item.

Hedge accounting makes sure that all gains, losses, revenues and expenses from the derivative and the item it
hedges are recorded in the statement of operations in the same period.

We are currently evaluating the impact on our consolidated financial statements of adopting this section on
January 1, 2007.
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This section of our annual
report contains the
audited consolidated
financial statements of
BCE and detailed notes
with explanations and
additional information.

The financial statements
contain our results and
financial history for the
past three years. The
notes are an important
part of understanding our
financial results. They
explain how we arrived at
the numbers in the
financial statements,
describe significant
events or changes that
affect the numbers, and
explain certain items in
the financial statements.
They also include details
about our results that do
not appear in the financial
statements.

BCE consists of many
businesses, including
subsidiaries and joint
ventures. We present the
financial information for
all of our holdings as one
consolidated company.

Except in the auditors’
report, we, us, our and
BCE mean BCE Inc., its
subsidiaries and joint
ventures.

Consolidated Financial Statements

Management’s Report

These financial statements form the basis for all of the financial information that appears in this annual report.

The financial statements and all of the information in this annual report are the responsibility of the management
of BCE Inc. and have been reviewed and approved by the board of directors. The board of directors is responsible
for ensuring that management fulfills its financial reporting responsibilities. Deloitte & Touche LLP, the shareholders’
auditors, have audited the financial statements.

Management has prepared the financial statements according to Canadian generally accepted accounting
principles. Under these principles, management has made certain estimates and assumptions that are reflected in
the financial statements and notes. Management believes that these financial statements fairly present BCE’s
consolidated financial position, results of operations and cash flows.

Management has a system of internal controls designed to provide reasonable assurance that the financial
statements are accurate and complete in all material respects. This is supported by an internal audit group that
reports to the audit committee, and includes communication with employees about policies for ethical business
conduct. Management believes that the internal controls provide reasonable assurance that our financial records are
reliable and form a proper basis for preparing the financial statements, and that our assets are properly accounted
for and safeguarded.

The board of directors has appointed an audit committee, which is made up of unrelated and independent
directors. The audit committee’s responsibilities include reviewing the financial statements and other information in
this annual report, and recommending them to the board of directors for approval. You will find a description of the
audit committee’s other responsibilities on page 123 of this annual report. The internal auditors and the
shareholders’ auditors have free and independent access to the audit committee.

T

Michael J. Sabia
President and Chief Executive Officer

S, e E

Siim A. Vanaselja
Chief Financial Officer

FOB e

Karyn A. Brooks
Vice-President and Controller

March 2, 2005

Auditors’ Report
To the Shareholders of BCE Inc.:

We have audited the consolidated balance sheets of BCE Inc. as at December 31, 2004 and 2003, and the
consolidated statements of operations, deficit and cash flows for each of the years in the three-year period ended
December 31, 2004. These consolidated financial statements are the responsibility of BCE Inc.’s management. Our
responsibility is to express an opinion on these consolidated financial statements based on our audits.

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

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position
of BCE Inc. as at December 31, 2004 and 2003 and the results of its operations and its cash flows for each of the
years in the three-year period ended December 31, 2004, in accordance with Canadian generally accepted
accounting principles.

Datiths v Touche LLP

Deloitte & Touche LLP
Chartered Accountants

Montréal, Canada
March 2, 2005
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Consolidated Statements of Operations

FOR THE YEAR ENDED DECEMBER 31 (in

$ millions, except share amounts) NOTES 2004 2003 2002
Operating revenues 19,193 18,737 18,900
Operating expenses (11,629) (11,327) (11,516)
Amortization expense (3,108) (8,100) (8,024)
Net benefit plans (cost) credit 23 (256) (175) 33
Restructuring and other items 4 (1,224) (14) (768)
Total operating expenses (16,217) (14,616) (15,275)
Operating income 2,976 4121 3,625
Other income 5 411 175 2,408
Impairment charge 6 - - (765)
Interest expense 7 (1,005) (1,105) (1,120)
Pre-tax earnings from continuing operations 2,382 3,191 4,148
Income taxes 8 (710) (1,119) (1,614)
Non-controlling interest (174) (201) (663)
Earnings from continuing operations 1,498 1,871 1,871
Discontinued operations 9 26 (56) 536
Net earnings before extraordinary gain 1,524 1,815 2,407
Extraordinary gain 3 69 - -
Net earnings 1,593 1,815 2,407
Dividends on preferred shares (70) (64) (59)
Premium on redemption of preferred shares - (7) (8)
Net earnings applicable to common shares 1,523 1,744 2,342
Net earnings (loss) per common share - basic 10
Continuing operations 1.55 1.96 2.1
Discontinued operations 0.03 (0.06) 0.55
Extraordinary gain 0.07 - -
Net earnings 1.65 1.90 2.66
Net earnings (loss) per common share —

diluted 10
Continuing operations 1.55 1.95 2.09
Discontinued operations 0.03 (0.06) 0.53
Extraordinary gain 0.07 - -
Net earnings 1.65 1.89 2.62
Dividends per common share 1.20 1.20 1.20
Average number of common shares outstanding —

basic (millions) 924.6 920.3 847.9

Consolidated Statements of Deficit

FOR THE YEAR ENDED DECEMBER 31 (in §
millions) NOTES 2004 2003 2002




Balance at beginning of year, as previously

reported (5,830) (6,435) (7,686)
Accounting policy change for asset retirement

obligations 1 (7 (7 7
Balance at beginning of year, as restated (5,837) (6,442) (7,693)
Consolidation of variable interest entity 1 - (25) -
Net earnings 1,593 1,815 2,407
Dividends declared on common shares (1,110) (1,105) (1,031)
Dividends declared on preferred shares (70) (64) (59)
Costs relating to the issuance of common shares,

net of $22 million of taxes - - (62)
Premium on redemption of preferred shares - (7) (6)
Other - 9) 2
Balance at end of year (5,424) (5,837) (6,442)
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Consolidated Balance Sheets

AT DECEMBER 31 (in $ millions) NOTES 2004 2003

Assets

Current assets

Cash and cash equivalents 380 585
Accounts receivable 11 2,119 2,061
Other current assets 12 1,211 739
Current assets of discontinued operations 9 - 280
Total current assets 3,710 3,665
Capital assets 13 21,398 21,114
Other long-term assets 14 2,656 3,459
Indefinite-life intangible assets 15 2,916 2,910
Goodwill 16 8,413 7,761
Non-current assets of discontinued operations 9 50 511
Total assets 39,143 39,420
Liabilities

Current liabilities

Accounts payable and accrued liabilities 3,700 3,046
Interest payable 183 194
Dividends payable 297 294
Debt due within one year 17 1,276 1,519
Current liabilities of discontinued operations 9 - 285
Total current liabilities 5,456 5,338
Long-term debt 18 11,809 12,381
Other long-term liabilities 19 4,932 4,705
Non-current liabilities of discontinued operations 9 - 20
Total liabilities 22,197 22,444

Non-controlling interest
2,914 3,403




Commitments and contingencies 24

Shareholders’ Equity

Preferred shares 21 1,670 1,670

Common shareholders’ equity

Common shares 21 16,781 16,749
Contributed surplus 1,061 1,037
Deficit (5,424) (5,837)
Currency translation adjustment (56) (46)
Total common shareholders’ equity 12,362 11,903
Total shareholders’ equity 14,032 13,573
Total liabilities and shareholders’ equity 39,143 39,420

On behalf of the board of directors:

Toun €. S0l

Director Director
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Consolidated Statements of Cash Flows

FOR THE YEAR ENDED DECEMBER 31 (in $ millions) 2004 2003 2002

Cash flows from operating activities
Earnings from continuing operations 1,498 1,871 1,871
Adjustments to reconcile earnings from continuing operations to

cash flows from operating activities:

Amortization expense 3,108 3,100 3,024
Net benefit plans cost (credit) 256 175 (33)
Restructuring and other items 1,224 14 768
Impairment charge - - 765
Net gains on investments (319) (76) (2,401)
Future income taxes (34) 418 563
Non-controlling interest 174 201 663
Contributions to employee pension plans (112) (160) (21)
Other employee future benefit plan payments (81) (87) (76)
Payments of restructuring and other items (253) (124) (338)
Operating assets and liabilities 58 636 (361)
Cash flows from operating activities 5,519 5,968 4,424

Cash flows from investing activities

Capital expenditures (3,364) (8,167) (8,709)
Business acquisitions (1,299) (115) (6,471)
Business dispositions 20 55 3,190
Change in investments accounted for under the cost and equity

methods 655 163 (54)
Other 124 62 12
Cash used in investing activities (3,864) (3,002) (7,032)

Cash flows from financing activities



Increase (decrease) in notes payable and bank advances 130 (295) (213)

Issue of long-term debt 1,521 1,986 4,909
Repayment of long-term debt (2,391) (3,472) (2,691)
Issue of common shares 32 19 2,693
Costs relating to the issuance of common shares - - (78)
Issue of preferred shares - 510 510
Redemption of preferred shares - (357) (306)
Issue of equity securities by subsidiaries to non-controlling interest 8 132 92
Redemption of equity securities by subsidiaries from non-
controlling interest (58) (108) -
Cash dividends paid on common shares (1,108) (1,029) (999)
Cash dividends paid on preferred shares (85) (61) (43)
Cash dividends paid by subsidiaries to non-controlling interest (188) (184) (468)
Other (51) (46) (44)
Cash provided by (used in) financing activities (2,190) (2,905) 3,362
Cash provided by (used in) continuing operations (535) 61 754
Cash provided by (used in) discontinued operations 193 355 (1,017)
Net increase (decrease) in cash and cash equivalents (342) 416 (263)
Cash and cash equivalents at beginning of year 722 306 569
Cash and cash equivalents at end of year 380 722 306
Consists of:
Cash and cash equivalents of continuing operations 380 585 208
Cash and cash equivalents of discontinued operations - 137 98
Total 380 722 306
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All amounts are in milions - N\otag to Consolidated Financial Statements

of Canadian dollars,
except where noted. L . L
Note 1: Significant Accounting Policies

See Note 27,

Reconciliation of Basis of Presentation

Canadian GAAP to United

States GAAP, for a We have prepared the consolidated financial statements according to Canadian generally accepted accounting
description and principles (GAAP).

reconciliation of the We consolidate the financial statements of all of the companies we control. We proportionately consolidate our
significant differences share of the financial statements of our joint venture interests. All transactions and balances between these

between Canadian GAAP  companies have been eliminated on consolidation.
and United States GAAP

that affect our financial Comparative Figures
statements.

We have reclassified some of the figures for the comparative periods in the consolidated financial statements to
make them consistent with the presentation for the current period.
We have restated financial information for previous periods to reflect:

e the adoption of section 3110 of the Canadian Institute of Chartered Accountants ( CICA) Handbook, Asset
Retirement Obligations, effective January 2004, as described under Recent Changes to Accounting
Standards

e the change in classification of Emergis Inc. (Emergis) and other minor business dispositions to discontinued
operations.

Using Estimates

When preparing financial statements according to GAAP, management makes estimates and assumptions relating
to:



e reported amounts of revenues and expenses
e reported amounts of assets and liabilities
o disclosure of contingent assets and liabilities.

Actual results could be different from these estimates.

Recognizing Revenue

We recognize operating revenues when they are earned, specifically when:

e services are provided or products are delivered to customers
o there is clear proof that an arrangement exists

e amounts are fixed or can be determined

e our ability to collect is reasonably assured.

In particular, we recognize:

o fees for long distance and wireless services, and other fees, such as network access fees, licence fees,
hosting fees, maintenance fees and standby fees, when we provide the services or over the term of the
contract

e subscriber revenue when customers receive the service

e advertising revenue when advertisements are aired, or printed and distributed

o revenue from the sale of equipment when the equipment is delivered to customers and accepted

e revenue on long-term contracts as services are provided, equipment is delivered and accepted, or
contract milestones are met.

When a transaction involves more than one product or service, we allocate revenue to each based on its relative fair
value.

We may enter into arrangements with subcontractors who provide services to our customers. When we act as the
principal in these arrangements, we recognize revenue based on the amounts billed to customers. Otherwise, we
recognize the net amount that we keep as revenue.

We accrue an estimated amount for sales returns, based on our past experience, when revenue is recognized.
We record payments we receive in advance as deferred revenues until we provide the service or deliver the
product to customers. Deferred revenues are presented in Accounts payable and accrued liabilities or in Other long-

term liabilities on the balance sheet.

Cash and Cash Equivalents

We generally classify highly liquid investments with a short-term maturity of three months or less as Cash and cash
equivalents.

Securitization of Accounts Receivable

We consider a transfer of accounts receivable to be a sale when we give up control of them in exchange for
proceeds from a trust (other than our retained beneficial interest in the accounts receivable).

We determine the fair value of the accounts receivable transferred based on the present value of future expected
cash flows, which we project using management’s best estimates of discount rates, weighted average life of
accounts receivable, credit loss ratios
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Equity Method

An investment is initially
recorded at cost and
adjustments are made to
include our share of the
investment’s net earnings
or losses. These
adjustments are included
in our net earnings. The
amount of our investment
is reduced by the amount
of dividends received or
receivable from the
investment.

Cost Method

The investment is
recorded at cost.
Dividends received or
receivable from the
investment are included in
our net earnings.

Goodwill

Goodwill is created when
we acquire a business. It
is calculated by deducting
the fair value of the net
assets acquired from the
consideration given and
represents the value of
factors that contribute to
greater earning power,
such as a good
reputation, customer
loyalty or intellectual
capital.

and other key assumptions. We recognize a loss on this kind of transaction, which is included in Other income. The
loss partly depends on the carrying amount of the accounts receivable that are transferred. We allocate this amount
to accounts receivable sold, or to our retained interest, according to its relative fair value on the day the transfer is

made.

Accounts receivable are transferred on a fully-serviced basis. As a result, we:

e recognize a servicing liability on the day accounts receivable are transferred to the trust
e amortize this liability to earnings over the expected life of the transferred accounts receivable.

Capital Assets

We carry capital assets at cost, less accumulated amortization. Most of our telecommunications assets are amortized
using the group depreciation method. When we retire assets in the ordinary course of business, we charge their
original cost to accumulated amortization. In general, we amortize capital assets on a straight-line basis over the
estimated useful lives of the assets. We review the estimates of the useful lives of the assets every year and adjust

them if needed.

ESTIMATED USEFUL LIFE

Telecommunications assets
Machinery and equipment
Buildings
Satellites
Finite-life intangible assets
Software
Customer relationships

10 to 25 years

210 20 years
10 to 40 years
10 to 15 years

3to 7 years
5 to 40 years




We capitalize construction costs, labour and overhead (including interest) related to assets we build or develop.

We capitalize some of the costs of developing or buying software for internal use. We expense software
maintenance and training costs when they are incurred. The expense is included in Operating expenses in the
statement of operations.

We assess capital assets for impairment when events or changes in circumstances indicate that we may not be
able to recover their carrying value. We calculate impairment by deducting the asset’s fair value, based on
discounted cash flows expected from its use and disposition, from its carrying value. Any excess is deducted from
earnings.

Accounting for Investments

We use the following methods to account for investments that are not consolidated or proportionately consolidated in
our financial statements:

e the equity method for our investments in companies where we have a significant influence on their operating,
investing and financing activities
o the cost method for our investments in all other companies.

We include investments in Other long-term assets on the balance sheet. Earnings from investments are included
in Other income in the statement of operations.

We expense declines in the fair values of our investments when management considers them to be longer term.
The expense is included in Other income in the statement of operations.

Costs of Issuing Debt and Equity

The costs of issuing debt are capitalized in Other long-term assets. They are amortized on a straight-line basis over

the term of the related debt and are included in Interest expense in the statement of operations. The costs of issuing
equity are reflected in the statement of deficit.

Indefinite-Life Intangible Assets

Our indefinite-life intangible assets consist mainly of the Bell brand name, spectrum licences and television licences.
We assess these assets for impairment in the fourth quarter of every year and when events or changes in
circumstances indicate that an asset might be impaired. We calculate the impairment by deducting the asset’s fair
value, based on estimates of discounted future cash flows or other valuation methods, from its carrying value. Any
excess is deducted from earnings.

Goodwill

We assess goodwill of individual reporting units for impairment in the fourth quarter of every year and when events
or changes in circumstances indicate that goodwill might be impaired. We assess goodwill for impairment in two
steps:

e we identify a potential impairment by comparing the fair value of a reporting unit to its carrying value. Fair
value is based on estimates of discounted future
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Translation of Foreign
Currencies

The way we account for a
foreign operation depends
on whether it is self-
sustaining or integrated. A
self-sustaining foreign
operation is largely
independent of the parent
company. An integrated
foreign operation depends
on the parent company to
finance or run its
operations.

Notes to Consolidated Financial Statements

cash flows or other valuation methods. When the fair value of the reporting unit is less than its carrying value, we
allocate the fair value to all of its assets and liabilities, based on their fair values. The amount that the fair value of
the reporting unit exceeds the total of the amounts assigned to its assets and liabilities is the fair value of goodwill.

e we determine if there is an impairment by comparing the carrying value of goodwill to its fair value. Any
excess is deducted from earnings.

Translation of Foreign Currencies

Self-Sustaining Foreign Operations
For self-sustaining foreign operations, we use:

e the exchange rates on the date of the balance sheet for assets and liabilities



e the average exchange rates during the year for revenues and expenses.

Translation exchange gains and losses are reflected as a currency translation adjustment in shareholders’ equity.
When we reduce our net investment in a self-sustaining foreign operation, we recognize a portion of the currency
translation adjustment in earnings.

Integrated Foreign Operations
For integrated foreign operations, we use:

¢ the exchange rates on the date of the balance sheet for monetary assets and liabilities, such as cash,
accounts receivable and payable, and long-term debt

o the historical exchange rates for non-monetary assets and liabilities, such as capital assets

e the average exchange rates during the year for revenues and expenses.

Translation exchange gains and losses are included in Other income in the statement of operations.

Domestic Transactions and Balances in Foreign Currencies

For domestic transactions made in foreign currencies, we use:

e the exchange rates on the date of the balance sheet for monetary assets and liabilities
o the historical exchange rates for non-monetary assets and liabilities
e the average exchange rates during the year for revenues and expenses.

Translation exchange gains and losses are included in Other income in the statement of operations.
Derivative Financial Instruments
We use various derivative financial instruments to hedge against:

e interest rate risk
o foreign exchange rate risk
e changes in the price of BCE Inc. common shares relating to special compensation payments (SCPs).

We do not use derivative financial instruments for speculative or trading purposes.
We document all relationships between derivatives and the items they hedge, and our risk management
objective and strategy for using various hedges. This process includes linking every derivative to:

o a specific asset or liability on the balance sheet, or

e a specific net investment in self-sustaining foreign operations, or
e a specific firm commitment, or

e an anticipated transaction.

We assess how effective derivatives are in managing risk when the hedge is put in place, and on an ongoing basis.
If a hedge becomes ineffective, we stop using hedge accounting.
We follow these policies when accounting for derivatives:

o foreign exchange translation gains or losses on the net investment in foreign subsidiaries are recorded as a
currency translation adjustment. Any realized or unrealized gains or losses on instruments covering the net
investment are also recognized as a currency translation adjustment.

e deferred gains or losses relating to derivatives that qualify for hedge accounting are recognized in earnings
when the hedged item is sold or when the anticipated transaction is ended early

e gains and losses related to hedges of anticipated transactions are recognized in earnings or are recorded as
adjustments of carrying values when the transaction takes place

e derivatives that are economic hedges, but do not qualify for hedge accounting, are recognized at fair value.
We record the change in fair value in earnings.

e any premiums paid for financial instruments are deferred and expensed to earnings over the term of the
contract
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e any forward premiums or discounts on forward foreign exchange contracts that are used to hedge long-term
debt denominated in foreign currencies are amortized as an adjustment to interest expense over the term of
the forward contract.

The following describes our policies for specific kinds of derivatives.
Interest Rate Swap Agreements

We use interest rate swap agreements to help manage the fixed and floating interest rate mix of our total debt
portfolio. These agreements often involve exchanging interest payments without exchanging the notional principal
amount that the payments are based on. We record the exchange of payments as an adjustment of interest expense
on the hedged debt. We include the related amount payable or receivable from counterparties in Other long-term
assets or liabilities.

Foreign Currency Swap Agreements

We use foreign currency swap agreements to manage the foreign exchange rate exposure of some of our debt that
is denominated in foreign currencies. We designate these agreements as hedges of firm commitments to pay interest
and/or principal on the foreign currency risk. We recognize gains and losses on these contracts the same way we
recognize the gains and losses on the hedged item. Unrealized gains or losses are included in Other long-term
assets or liabilities.

Forward Contracts
We use forward contracts to manage:

e designated in foreign currencies. We designate these agreements as hedges of firm commitments to pay the
principal in the foreign currency.

e the exposure to anticipated forecasted transactions denominated in foreign currencies. We designate these
agreements as hedges of future cash flows.

e changes in the price of BCE Inc. common shares relating to SCPs.

We recognize gains and losses on these contracts the same way we recognize the gains and losses on the hedged
item. Unrealized gains or losses are included in Other long-term assets or liabilities .

Employee Benefit Plans

(i) Defined Benefit Plans

We maintain defined benefit (DB) plans that provide pension benefits for some of our employees. Benefits are based
on the employee’s length of service and average rate of pay during his or her last five years of service. Most
employees are not required to contribute to the plans. The plans provide increasing pension benefits to help protect
a portion of the income of retired employees against inflation.

We are responsible for adequately funding our DB pension plans. We make contributions to them based on
various actuarial cost methods that are permitted by pension regulatory bodies. Contributions reflect actuarial
assumptions about future investment returns, salary projections and future service benefits.

We also provide other future benefits to some of our employees, including:

e health-care and life insurance benefits during retirement

e other post-employment benefits, including various disability plans, workers’ compensation and medical
benefits to former or inactive employees, their beneficiaries and dependants, from the time their employment
ends until their retirement starts, under certain circumstances.

We do not fund the other employee future benefit plans.
We accrue our obligations and related costs under employee benefit plans, net of the fair value of plan assets.
Pension and other retirement benefit costs are determined using:

o the projected benefit method, prorated on years of service, which takes into account future pay levels

e adiscount rate based on market interest rates of high-quality bonds with maturities that match the timing and
benefits expected to be paid by the plans

e management’s best estimate of the plans’ expected investment performance, pay increases, retirement ages
of employees and expected health-care costs.

We value pension plan assets at fair value, which is determined using current market values. We use a market-

related value to calculate the expected return on plan assets. This value is based on a four-year weighted average
of the fair value of the pension plan assets.
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Curtailment
A curtailment is a
significant reduction in
plan benefits that can
result when a DB pension
plan is amended or
restructured. Types of
curtailments include:
aereduction in the
expected number of
years of future service
of active employees
thie elimination of the
right to earn defined
benefits for some or all
of the future service of
employees.

Settlement

A company makes a
settlement when it
substantially settles all or
part of an accrued benefit
obligation. An example is
a lump-sum cash
payment to employees in
exchange for their rights
to receive future benefits.

Notes to Consolidated Financial Statements

We amortize past service costs from plan amendments on a straight-line basis over the average remaining
service period of employees who were active on the day of the amendment. This represents the period that we
expect to realize economic benefits from the amendments.

Transitional assets and obligations that arose upon implementation of new accounting standards for employee
future benefits are amortized on a straight-line basis over the average remaining service period of employees
expected to receive benefits under the plans.

We use the corridor approach to recognize actuarial gains and losses into earnings. First we deduct 10% of the
benefit obligation or the market-related value of plan assets, whichever is greater, from the unamortized net actuarial
gains or losses based on a market-related value basis. Then we amortize the excess over the average remaining
service period of active employees. At the end of 2004, this ranges from approximately 10 to 17 years, with a
weighted average period of 14 years.

When the restructuring of a benefit plan results in both a curtailment and a settlement of obligations, we account
for the curtailment before we account for the settlement.

December 31 is the measurement date for most of our employee benefit plans. Our actuaries perform a
valuation at least every three years to determine the actuarial present value of the accrued pension and other
retirement benefits. The last actuarial valuation of most of our pension plans was performed on January 1, 2003.

(i) Defined Contribution Plans

Some of our subsidiaries offer defined contribution ( DC) plans that provide certain employees with pension benefits.

In January 2005, BCE Inc. and Bell Canada introduced a DC pension plan for its employees. Current
employees had the option of retaining their DB coverage or switching to the new DC coverage.

Going forward, most new employees will participate in the DC pension arrangements.

We recognize a pension cost for DC plans when the employee provides service to the company, essentially
coinciding with the cash contributions to the plan.

Income Taxes

Current income tax expense is the estimated income taxes payable for the current year before any refunds or the
use of losses incurred in previous years. We use the asset and liability method to account for future income taxes.
Future income taxes reflect:

e the temporary differences between the carrying amounts of assets and liabilities for accounting purposes and
the amounts used for tax purposes, on an after-tax basis

o the benefit of losses and non-refundable tax credits that will more likely than not be realized and carried
forward to future years to reduce income taxes.

We calculate future income taxes using the rates enacted by tax law and those substantively enacted. A tax law is
substantively enacted when it has been tabled in the legislature but may not have been passed into law. The effect
of a change in tax rates on future income tax assets and liabilities is included in earnings in the period when the
change is substantively enacted.

Subscriber Acquisition Costs
We expense all subscriber acquisition costs when services are activated.
Stock-Based Compensation Plans

BCE Inc.’s stock-based compensation plans include employee savings plans ( ESPs), restricted share units (RSUs)
and long-term incentive plans. Before 2000, the long-term incentive plans often included SCPs.

Starting in 2004, we made a number of prospective changes to the key features in our stock-based
compensation plans, including:

e the value of the long-term incentive plans where stock options are granted was reduced to account for the
introduction of a new mid-term incentive plan that uses RSUs
e setting specific performance targets that must be met before the option can be exercised.

We credit to share capital any amount employees pay when they exercise their stock options or buy shares. We
recognize the contributions BCE Inc. makes under ESPs as compensation expense. We also recognize
compensation expense or recovery relating to SCPs.
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Black-Scholes Option
Pricing Model

The Black-Scholes option
pricing model is a
financial model we use to
calculate the weighted
average fair value of a
stock option granted
using four key
assumptions: stock
dividend yield, expected
stock volatility, risk-free
interest rate and expected
life of the stock option.

RSUs

For each RSU granted we record a compensation expense that equals the market value of a BCE Inc. common
share at the date of grant prorated over the vesting period. The compensation expense is adjusted for future
changes in the market value of BCE Inc. common shares until the vesting date. The cumulative effect of the change
in value is recognized in the period of the change. Vested RSUs will be paid in BCE Inc. common shares purchased
on the open market or in cash, as the holder chooses, as long as minimum share ownership requirements are met.

Stock Options

Effective January 2003, we use the fair-value based method to account for employee stock options and the Black-
Scholes option pricing model to measure the compensation expense of options. This method is used for options
granted on or after January 1, 2002. For options that contain specific performance-based targets, this is reflected in
the calculation of the weighted average fair value per option granted.

Recent Changes to Accounting Standards
Asset Retirement Obligations

Effective January 1, 2004, we retroactively adopted section 3110 of the CICA Handbook, Asset Retirement
Obligations. This section describes how to recognize and measure liabilities related to the legal obligations of retiring
property, plant and equipment.

These obligations are initially measured at fair value and are adjusted for any changes resulting from age, and
any changes to the timing or the amount of the original estimate of undiscounted cash flows. The asset retirement
cost is capitalized as part of the related assets and is amortized into earnings over time.

The impact on our consolidated statements of operations for the year ended December 31, 2004 and the
comparative periods was negligible. At December 31, 2003 and 2002, this resulted in:

e anincrease of $6 million in capital assets

e anincrease of $17 million in other long-term liabilities
e adecrease of $4 million in future income tax liabilities
e anincrease of $7 million in the deficit.

Impairment of Long-Lived Assets

Effective January 1, 2004, we adopted section 3063 of the CICA Handbook, Impairment of Long-Lived Assets.
Adopting this section affects how we recognize, measure and disclose the impairment of long-lived assets.

An impairment loss is recognized on a long-lived asset to be held and used when its carrying value exceeds the
total undiscounted cash flows expected from its use and disposition.

Before January 1, 2004, the amount of the loss was determined by deducting the asset’s net recoverable
amount (based on undiscounted cash flows expected from its use and disposition) from its carrying value.

After January 1, 2004, the amount of the loss is determined by deducting the asset’s fair value (based on
discounted cash flows expected from its use and disposition) from its carrying value.

Hedging Relationships

Effective January 1, 2004, we adopted Accounting Guideline 13, Hedging Relationships. The guideline specifies
when hedge accounting can be used, and includes requirements for documenting and designating hedge
relationships. It also requires companies to regularly and frequently assess the effectiveness of these hedging
relationships. The guideline does not change the method of accounting for derivative instruments in hedging
relationships.

Adopting this guideline did not affect our consolidated financial statements. All outstanding hedges that
previously qualified for hedge accounting continue to qualify for hedge accounting under this guideline.

Consolidation of Variable Interest Entities
Effective July 1, 2003, we adopted Accounting Guideline 15, Consolidation of Variable Interest Entities , on a

retroactive basis without a restatement of previous periods. This resulted in an increase of $25 million in the deficit
at July 1, 2003. At December 31, 2004 we had no interest in these types of entities.
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Future Changes to Accounting Standards
Financial Instruments

The CICA issued revisions to section 3860 of the CICA Handbook, Financial Instruments — Disclosure and
Presentation. The revisions change the accounting for certain financial instruments that have liability and equity
characteristics. It requires instruments that meet specific criteria to be classified as liabilities on the balance sheet.
Some of these financial instruments were previously classified as equities.

These revisions come into effect on January 1, 2005. Because we do not have any instruments with these
characteristics, adopting this section on January 1, 2005 will not affect our consolidated financial statements.

Comprehensive Income

The CICA issued section 1530 of the CICA Handbook, Comprehensive Income. The section is effective for fiscal years beginning on or after October
1, 2006. It describes how to report and disclose comprehensive income and its components.

Comprehensive income is the change in a company’s net assets that results from transactions, events and circumstances from sources other than
the company'’s shareholders. It includes items that would not normally be included in net earnings, such as:

e changes in the currency translation adjustment relating to self-sustaining foreign operations
e unrealized gains or losses on available-for-sale investments.

The CICA also made changes to section 3250 of the CICA Handbook, Surplus, and reissued it as section 3251,

Equity. The section is also effective for fiscal years beginning on or after October 1, 2006. The changes in how to
report and disclose equity and changes in equity are consistent with the new requirements of section 1530,
Comprehensive Income.

Adopting these sections on January 1, 2007 will require us to start reporting the following items in the
consolidated financial statements:

e comprehensive income and its components
e accumulated other comprehensive income and its components.

Financial Instruments — Recognition and Measurement

The CICA issued section 3855 of the CICA Handbook, Financial Instruments — Recognition and Measurement. The
section is effective for fiscal years beginning on or after October 1, 2006. It describes the standards for recognizing
and measuring financial assets, financial liabilities and non-financial derivatives.

This section requires that:

o all financial assets be measured at fair value, with some exceptions like loans and investments that are
classified as held-to-maturity

e all financial liabilities be measured at fair value if they are derivatives or classified as held for trading
purposes. Other financial liabilities are measured at their carrying value.

e all derivative financial instruments be measured at fair value, even when they are part of a hedging
relationship.

We are currently evaluating the impact on our consolidated financial statements of adopting this section on
January 1, 2007.

Hedges

The CICA recently issued section 3865 of the CICA Handbook, Hedges. The section is effective for fiscal years
beginning on or after October 1, 2006, and describes when and how hedge accounting can be used.

Hedging is an activity used by a company to change an exposure to one or more risks by creating an offset
between:

e changes in the fair value of a hedged item and a hedging item
e changes in the cash flows attributable to a hedged item and a hedging item, or
e changes resulting from a risk exposure relating to a hedged item and a hedging item.

Hedge accounting makes sure that all gains, losses, revenues and expenses from the derivative and the item it
hedges are recorded in the statement of operations in the same period.

We are currently evaluating the impact on our consolidated financial statements of adopting this section on
January 1, 2007.
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Note 2: Segmented Information

In the first quarter of 2004, we changed our internal organizational structure and started reporting our results of
operations under five segments: Consumer, Business, Aliant, Other Bell Canada and Other BCE. Our reporting
structure reflects how we manage our business and how we classify our operations for planning and measuring
performance.

The Consumer segment provides local telephone, long distance, wireless, Internet access, video and other
services to Bell Canada’s residential customers, mainly in Ontario and Québec. Wireless services are also offered in
Western Canada and video services are provided nationwide.

The Business segment provides local telephone, long distance, wireless, data (including Internet access) and
other services to Bell Canada’s small and medium-sized businesses and large enterprise customers in Ontario and
Québec, as well as business customers in Western Canada.

The Aliant segment provides local telephone, long distance, wireless, data (including Internet access) and other
services to residential and business customers in Atlantic Canada, and represents the operations of our subsidiary,
Aliant Inc. (Aliant). At December 31, 2004, Bell Canada owned 53% of Aliant. The remaining 47% was publicly held.

The Other Bell Canada segment includes Bell Canada’s Wholesale business, and the financial results of Télébec
Limited Partnership (Télébec), NorthernTel Limited Partnership (NorthernTel) and Northwestel Inc. (Northwestel).
Our Wholesale business provides local telephone, long distance, wireless, data and other services to competitors
who resell these services. Télébec, NorthernTel and Northwestel provide telecommunications services to less
populated areas of Québec, Ontario and Canada’s northern territories. At December 31, 2004, Bell Canada owned
100% of Northwestel and 63% of Télébec and NorthernTel. The Bell Nordiq Income Fund owned the remaining 37%.

The Other BCE segment includes the financial results of our media, satellite and information technology (IT)
businesses as well as the costs incurred by our corporate office. This segment includes Bell Globemedia Inc.

(Bell Globemedia), Telesat Canada (Telesat) and CGl Group Inc. (CGl).

Bell Globemedia provides information and entertainment services to Canadian customers and access to
distinctive Canadian content. It includes CTV Inc. (CTV), Canada’s leading private broadcaster, and The Globe and
Mail, Canada’s leading national newspaper. BCE Inc. owns 68.5% of Bell Globemedia. The Woodbridge Company
Limited and affiliates own the remaining 31.5%.

Telesat provides satellite communications and systems management and is a consultant in establishing,
operating and upgrading satellite systems worldwide. BCE Inc. owns 100% of Telesat.

CGil provides a full range of IT services and business solutions including outsourcing, systems development and
integration and consulting. CGl is publicly traded. BCE Inc. owns 29% of CGl.

In classifying our operations for planning and measuring performance, all restructuring and other items at
Bell Canada and its subsidiaries except for Aliant are included in the Other Bell Canada segment and not allocated
to the Consumer or Business segments.
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The The table below is a summary of financial information by segment. We have not presented comparative figures for 2002 because
accountinginformation is not available.

policies

used by INTER-

the SEGMENT INTER-

segments ELIMINA- SEGMENT

are the OTHER TIONS ELIMINA-

same as BELL —BELL BELL OTHER TIONS CONSOLI-
those we CONSUMER BUSINESS ALIANT CANADA  CANADA CANADA BCE —OTHER DATED
describe in

Note 1,  For the year
Significant ended December 31, 2004

AccountingOperating revenues

Policies. External customers 7,440 5,622 1,894 1,736 - 16,692 2,501 - 19,193
Segments Inter-segment 62 229 139 203 (538) 95 360 (455) -
negotiate -
sales with Total operating revenues 7,502 5,851 2,033 1,939 (538) 16,787 2,861 (455) 19,193
each other o o ating income (loss) 2,119 896 268 (588) - 2695 281 - 2,976
as if they )
were Other income 411
Interest expense (1,005)

unrelated

; Income taxes (710)
parties.

We
measure
the
profitability

of each



segment
based on
its
operating
income.
Our
operations,
including
most of our
revenues,
capital
assets and
goodwill,
are located
in Canada.

Non-controlling interest (174)
Earnings from

continuing operations 1,498
Segment assets 13,014 13,491 3,707 2,757 - 32969 6,174 - 39,143
Investments at equity - - - 4 - 4 106 - 110
Capital expenditures (1,481) (898)  (295) (352) - (3,026) (338) - (3,364)
For the year

ended December 31, 2003
Operating revenues

External customers 7,142 5,544 1,909 1,868 - 16,463 2,274 - 18,737

Inter-segment 61 283 150 147 (490) 151 323 (474) -
Total operating revenues 7,203 5,827 2,059 2,015 (490) 16,614 2,597 (474) 18,737
Operating income 2,019 781 415 621 - 3,836 285 - 4,121
Other income 175
Interest expense (1,105)
Income taxes (1,119)
Non-controlling interest (201)
Earnings from

continuing operations 1,871
Segment assets 13,321 11,648 3,862 4,698 - 33,529 5,891 - 39,420
Investments at equity - - - 398 - 398 98 - 496
Capital expenditures (1,287) (936)  (333) (336) - (2,892) (275) - (3,167)
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AGTI provides business
and IT consulting, project
and change management,
and productivity
improvement services.

Infostream is a systems
and storage technology
firm that provides
networking solutions for
voice over Internet
protocol (VolP), storage
area networks and
network management.

Charon is a full-service IT
solutions provider that
specializes in server-
based computing,
systems integration, IT
security, software
development and IT
consulting.

AMS is a business and
technology consulting firm
to government and to the
health-care, financial
services and
telecommunications
industries.

Elix offers technology
consulting, integration and
implementation of call
routing and management
systems, IT application
integration, and design
and implementation of
electronic voice-driven
response systems.

Cognicase provides
technology services,
including implementing e-
business solutions.

Note 3: Business Acquisitions and Dispositions

The consolidated statements of operations include the results of acquired businesses from the date they were
purchased.

Business Acquisitions

We made a number of business acquisitions in 2004, including:

e (Canadian operations of 360networks Corporation (360networks) — In November 2004, Bell Canada acquired
the Canadian operations of 360networks, a telecommunications service provider. The purchase included the

shares of 360networks’ subsidiary GT Group Telecom Services Corporation and certain related

interconnected U.S. network assets. Following the purchase, Bell Canada sold the retail customer operations

in Central and Eastern Canada to Call-Net Enterprises Inc. (Call-Net). For a share of the revenues,

Bell Canada now provides to Call-Net network facilities and other operations and support services so Call-Net
can service its new customer base. The fair value of the net assets acquired exceeded the purchase price.

For accounting purposes, the excess was eliminated by:
— reducing the amounts assigned to the acquired non-monetary assets to nil

— recognizing the balance of $69 million as an extraordinary gain in our consolidated statement of operations.

e Our 29% proportionate share of CGl's acquisition of AGTI Consulting Services Inc. (AGTI)— In

November 2004, CGl acquired 51% of AGTI. CGI now owns 100% of AGTI. Prior to the acquisition, CGlI

proportionately consolidated AGTI.

e DownEast Mobility Limited (DownEast) — In October 2004, Aliant acquired 100% of the outstanding shares of

DownEast, a communication solutions retailer.

e Bell West — In August 2004, Bell Canada acquired Manitoba Telecom Services Inc.’s (MTS) 40% interest in

Bell West. Bell Canada now owns 100% of Bell West.

o Infostream Technologies Inc. (Infostream) — In May 2004, Bell Canada acquired 100% of the outstanding

shares of Infostream.
e Charon Systems Inc. (Charon)— In May 2004, Bell Canada acquired 100% of the assets of Charon.

e Our 29% proportionate share of CGl'’s acquisition of American Management Systems Incorporated (AMS) —In

May 2004, CGl acquired 100% of the outstanding common shares of AMS.
e FElix Inc. (Elix) — In March 2004, Bell Canada acquired 75.8% of the outstanding shares of Elix.

e Accutel Conferencing Systems Inc. (Canada) and Accutel Conferencing Systems Corp. (U.S.) (collectively

Accutel) — In February 2004, Bell Canada acquired 100% of the outstanding shares of Accutel, which
provides teleconferencing services.

During 2003, CGl acquired 100% of the outstanding common shares of Cognicase Inc. (Cognicase). It issued Class
A subordinate shares to pay part of the purchase price, which reduced BCE'’s equity interest in CGl to 29.9% from

31.5% . BCE recognized a dilution gain of $5 million.

Of the goodwill acquired in 2004, $18 million was deductible for tax purposes. In 2003, none of the goodwill
acquired was deductible for tax purposes.

The table on the next page provides a summary of all business acquisitions made in 2004 and 2003. The

purchase price allocation for all 2004 acquisitions is based on estimates. The final purchase price allocation for each

business acquisition is expected to be completed within 12 months of the acquisition date.
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2004 2003
BCE'S BCE'S
ALL

CANADIAN 40% PROPOR- OTHER PROPOR-
OPERATIONS INTEREST TIONATE BUSINESS TIONATE
OF IN BELL SHARE ACQUI- SHARE OF
360NETWORKS WEST OF AMS  SITIONS TOTAL COGNICASE

Consideration received:
Non-cash working capital 9) - (59) 11 (57) (32)
Capital assets - (15) 90 16 91 9
Other long-term assets 429 5 - 10 444 36
Goodwill - 395 161 171 727 96
Long-term debt - - - - - (18)
Other long-term liabilities (58) - (21) - (79) -
Non-controlling interest - 261 - - 261 -



362 646 171 208 1,387 91
Cash and cash
equivalents (bank

indebtedness) at acquisition - - 13 3) 10 7
Net assets acquired 362 646 184 205 1,397 98
Extraordinary gain 69 69

Consideration given:

Cash 283 645 178 185 1,291 54
Acquisition costs 10 1 6 1 18 2
Future cash payment - - - 4 4
Issuance of 582,081

Aliant common shares 15 15
Issuance of 19,850,245 CGl

Class A subordinate shares (") 42

293 646 184 205 1,328 98

(1) The value of the CGl shares that were issued as payment was calculated using the weighted average closing share
price on the Toronto Stock Exchange for the 10 trading days before the day the terms of the acquisition were agreed on
and announced.

Business Disposition
Sale of Certen Inc. (Certen)

On July 2, 2003, Bell Canada sold its 89.9% ownership interest in Certen to a subsidiary of Amdocs Limited for $89
million in cash.

The carrying value of Certen’s net assets was $159 million at the time of the sale. Certen had total assets of $450
million, including $34 million in cash and cash equivalents, and total liabilities of $291 million.

At the time of the sale, Bell Canada extended the remaining term of its contract with Certen and Amdocs Limited
from four years to seven years for the out-sourcing of billing operations and the development of customer care and
billing solutions.

Bell Canada received a perpetual right to use and modify the intellectual property relating to the billing system. It
recorded the perpetual right as an intangible asset of $494 million that will be amortized against earnings over the
remaining life of the contract.

Bell Canada recorded a liability of $392 million. This represented its future payments to Certen over the
remaining life of the contract for the development of Bell Canada’s billing system. This liability will be reduced as
Bell Canada makes payments to Certen.

The future income tax liability relating to the intangible asset and long-term liability was $32 million. The
transaction did not result in any gain or loss for Bell Canada. Before the sale, Certen’s results of operations were
presented in the Other Bell Canada segment.
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2004 2003 2002
Employee departure programs (1,063) - (302)
Provision for contract loss (128) - -
Settlement with MTS 75 _ _
Write-down of Bell Canada’s accounts receivable - - (272)
Write-off of deferred costs - - (93)
Pay equity settlement - - (79)
Other charges (108) (14) (22)

Restructuring and other items (1,224) (14) (768)




2004

Employee Departure Program — Bell Canada

In 2004, we recorded a pre-tax charge of $985 million related to the employee departure program that Bell Canada
announced in June 2004. The cost was included in the Other Bell Canada segment. The program consisted of two
phases:

e an early retirement plan; 3,965 employees chose to receive a package that included a cash allowance,
immediate pension benefits, an additional guaranteed pension payable up to 65 years of age, career
transition services and post-employment benefits

e adeparture plan; 1,087 employees chose to receive a special cash allowance.

Almost all of the employees who chose to take advantage of the program left Bell Canada in  2004. The rest will
leave during 2005.

We also recorded a pre-tax charge of $11 million for relocating employees and closing real estate facilities that
are no longer needed because of the employee departure program. We expect to spend approximately $65 million
in the future for similar costs that will be expensed as incurred.

Employee Departure Program — Aliant

Aliant recorded a pre-tax charge of $67 million. Under the plan, 693 employees chose to receive a cash allowance.
The program is expected to be completed by the end of 2005.

The table below provides a summary of the costs recognized in 2004, as well as the corresponding liability at
December 31, 2004.

BELL CONSOLI-
CANADA ALIANT DATED
Employee departure program costs 985 67 1,052
Less:
Cash payments (194) - (194)
Pension and other post- retirement benefits applied to:
Other long-term assets (660) - (660)
Other long-term liabilities (11) - (11)
Balance in accounts payable and accrued liabilities
at December 31, 2004 120 67 187

Provision for Contract Loss

In 2001, we entered into a contract with the Government of Alberta to build a next-generation network to bring
high-speed Internet and broadband capabilities to rural communities in Alberta. Mechanical construction of the
network was completed in December 2004. We identified cost overruns on the construction contract and recorded
an additional provision of $128 million in 2004.

Settlement with MTS

On May 20, 2004, Bell Canada filed a lawsuit against MTS after MTS announced it would purchase Allstream Inc.
(Allstream). Bell Canada sought damages and an injunction that would prevent MTS from breaching the terms
and conditions of the commercial agreements it had with Bell Canada. On June 3, 2004, Bell Canada also filed a
lawsuit against Allstream seeking damages related to the same announcement.

On June 30, 2004, BCE Inc. reached an agreement with MTS to settle the lawsuits. The terms of the
settlement included:

e a payment of $75 million by MTS to Bell Canada for unwinding various commercial agreements. This
settlement was recorded in the second quarter of 2004 and received on August 3, 2004.

o the removal of contractual competitive restrictions to allow Bell Canada and MTS to compete freely with
each other, effective June 30, 2004

o the orderly disposition of our interest in MTS. Our voting rights in MTS were waived after receiving the
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$75 million payment. We sold our interest in MTS in September 2004. See Note 5, Other Income, for more
information.

e a premium payment to us by MTS in the event there is a change in control of MTS before 2006. The payment
will equal the appreciation in MTS’s share price from the time of our divestiture to the time of any takeover
transaction.

Other Charges

During 2004, we recorded other pre-tax charges totalling $108 million. These costs consisted mostly of future lease
costs for facilities that were no longer needed, asset write-downs and other provisions, net of a reversal of previously
recorded restructuring charges that were no longer necessary because of the introduction of a new employee
departure program.

2003

Restructuring of Xwave Solutions Inc.

Aliant recorded a pre-tax restructuring charge of $15 million in 2003. This was a result of a restructuring plan at its
subsidiary Xwave Solutions Inc. Costs associated with the restructuring include severance and related benefits,
technology lease cancellation penalties and real estate rationalization costs. The restructuring was completed in
2004.

Bell Canada Charges

In 2003, Bell Canada recorded other charges of $65 million that related to various asset write-downs and other
provisions. These charges were offset by a credit of $66 million relating to the reversal of the restructuring charges
recorded in 2002, which were no longer necessary because fewer employees were terminated than expected. This
was because of an increase in the number of employees being transferred to other positions within Bell Canada.

2002

Restructuring and Other Charges at Bell Canada

Bell Canada recorded a pre-tax charge of $302 million in 2002. This included restructuring charges of $232 million
and other charges of $70 million.

The restructuring charges were mainly from streamlining Bell Canada’s management, line and other support
functions. They included severance for approximately 1,700 employees, enhanced pension benefits and other
employee costs. The restructuring was largely completed in 2003.

Other charges consisted mainly of various accounts receivable write-downs relating to billing adjustments and
unreconciled balances from previous years that were identified in 2002.

Write-off of Deferred Costs

BCE Inc. recorded a pre-tax charge of $93 million in 2002. This represented a write-off of deferred costs relating to
various convergence initiatives after it was determined that these costs would not be recovered.

Pay Equity Settlement

On September 25, 2002, the members of the Canadian Telecommunications Employees’ Association (CTEA)
ratified a settlement reached between the CTEA and Bell Canada relating to the 1994 pay equity complaints that the
CTEA had filed on behalf of its members before the Canadian Human Rights Commission. The settlement included
a cash payout of $128 million and related pension benefits of approximately $50 million.

As a result of the settlement, Bell Canada recorded a charge of $79 million in the third quarter of 2002. The
charge is equal to the $128 million cash payout, less a previously recorded provision. We are deferring and
amortizing the related pension benefits into earnings over the estimated average remaining service life of active
employees and the estimated average remaining life of retired employees.

Write-down of Bell Canada’s Accounts Receivable

At the same time it was developing its new billing system, Bell Canada adopted a new and more precise method for
analyzing receivables by customer and by product. This method allows us to more accurately determine the validity
of amounts that customers owe to Bell Canada. The analysis indicated that a write-down of accounts receivable of
$272 million was appropriate.

Since these amounts came from legacy billing systems and processes, Bell Canada carried out a detailed review
of billings and adjustments for the period from 1997
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to 2002. It determined that these amounts were the cumulative result of a series of individually immaterial events and
transactions relating to its legacy accounts receivable systems dating back to the early 1990s.

Note 5: Other Income

2004 2003 2002
Net gains on investments 319 76 2,401
Interest income 32 69 62
Foreign currency gains 3 33 13
Other 57 3) (68)
Other income 411 175 2,408

In 2004, net gains on investments of $319 million included:

e again of $108 million from the sale of Bell Canada’s remaining 3.24% interest in YPG General Partner Inc.
for net cash proceeds of $123 million

e again of $217 million realized from the sale of BCE Inc.’s 15.96% interest in MTS for net cash proceeds of
$584 million. On August 1, 2004, the MTS shares were transferred from Bell Canada to BCE Inc. as part of a
corporate reorganization. The purpose of this reorganization was to ensure that capital loss carryforwards at
BCE Inc. would be available to be utilized against the gain on the sale of the MTS shares.

o other net losses on investments of $6 million.

Net gains on investments of $76 million in 2003 were mainly from:

e a $120 million gain from the sale of a 3.66% interest in YPG General Partner Inc. for net proceeds of
$135 million in cash
® a $44 million loss from the write-down of a number of our cost-accounted investments.

Net gains on investments of $2,401 million in 2002 were mainly from:

o selling the directories business ($2.3 billion)

e selling a 37% interest in each of Télébec and NorthernTel when the Bell Nordig Income Fund was created
($222 million)

e writing down our cost-accounted investment in Nortel Networks Corporation (Nortel) ($98 million).

Note 6: Impairment Charge

In 2002, we completed our annual impairment test for goodwill for all of our reporting units. As a result, we
recognized a charge of $765 million to pre-tax earnings relating to impaired goodwill of reporting units in

Bell Globemedia ($715 million) and Aliant ($50 million). In each case, the goodwill was written down to its estimated
fair value, which was determined based on estimates of discounted future cash flows and confirmed by market-
related values.

The main factor contributing to the impairment at Bell Globemedia was a revised estimate of future cash flows,
which reflected management’s decision to scale back its trials in convergence products and other non-core
businesses. Market conditions for the media business also contributed to the impairment.

The write-down at Aliant was a result of poor market conditions in the information technology business.

Note 7: Interest Expense

2004 2003 2002
Interest expense on long-term debt (960) (1,035) (1,000)
Interest expense on other debt (45) (70) (120)

Total interest expense (1,005) (1,105) (1,120)




Note 8: Income Taxes

The table below is a reconciliation of income tax expense at Canadian statutory rates of 34.3% in 2004, 35.4%
in 2003 and 37.4% in 2002, and the amount of reported income tax expense in the statements of operations.

2004 2003 2002
Income taxes computed at statutory rates 817 1,130 1,551
Net gains on investments (120) (28) (299)
Large corporations tax 37 46 28
Goodwill impairment - - 289
Other (24) (29) 45
Total income tax expense 710 1,119 1,614
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Emergis provides e-
business solutions to the
financial services industry
in North America and the
health-care industry in
Canada. It automates
transactions between
companies and allows
them to interact and
transact electronically.
Before Emergis sold its
Security business it also
provided organizations
with the related security
services. Before Emergis
sold its US Health
operations, it also
operated cost containment
networks that process
medical claims for health-
care payers, including
insurance companies and
self-insured entities.

Notes to Consolidated Financial Statements

The table below shows the significant components of income tax expense relating to earnings from continuing
operations.

2004 2003 2002
Current income taxes 744 701 1,051
Future income taxes
Utilization (recognition) of loss carryforwards 38 404 (259)
Change in statutory rate 2 21 (16)
Change in temporary differences and other (74) (7) 838
Total income tax expense 710 1,119 1,614

The table below shows future income taxes resulting from temporary differences between the carrying amounts of
assets and liabilities for accounting purposes and the amounts used for tax purposes, as well as tax loss
carryforwards.

2004 2003
Non-capital loss carryforwards 826 467
Capital loss carryforwards 23 22
Capital assets (348) (176)
Indefinite-life intangible assets (339) (363)
Employee benefit plans 91 (148)
Investment tax credits carryforwards 126 -
Investments 49 46
Other (878) (754)
Total future income taxes (450) (906)
Future income taxes are comprised of:
Future income tax asset — current portion 489 197
Future income tax asset — long-term portion 772 704
Future income tax liability — current portion (16) (13)
Future income tax liability — long-term portion (1,695) (1,794)
Total future income taxes (450) (906)




At December 31, 2004, BCE had $3,029 million in non-capital loss carryforwards. We:

e recognized a future tax asset of $826 million for financial reporting purposes for approximately $2,425 million
of the non-capital loss carryforwards. Of the total, $2,319 million expires in varying annual amounts until the
end of 2011. The balance expires in varying annual amounts from 2012 to 2024.

* did not recognize a future tax asset for financial reporting purposes for approximately $604 million of the non-
capital loss carryforwards. Of the total, $599 million expires in varying annual amounts until the end of 2011.
The balance expires in varying annual amounts from 2012 to 2024.

At December 31, 2004, BCE had $4,225 million in capital loss carryforwards, which can be carried forward
indefinitely. We:

e recognized a future tax asset of $23 million for financial reporting purposes for approximately $102 million of
the capital loss carryforwards
e did not recognize a future tax asset for financial reporting purposes on the balance.

Note 9: Discontinued Operations

2004 2003 2002
Emergis 23 (154) (55)
Teleglobe Inc. (Teleglobe) - 39 893
Bell Canada International Inc. (BCI) - - (316)
Aliant’'s emerging
business segment - (4) (20)
Aliant’s remote
communications segment - 63 34
Other 3 - -
Net gain (loss) from discontinued operations 26 (56) 536

The table below is a summarized statement of operations for the discontinued operations.

2004 2003 2002
Revenue 128 962 1,804
Operating gain (loss) from discontinued operations, before tax (52) 67 (222)
Gain (loss) from discontinued operations, before tax 70 (70) (407)
Income tax recovery (expense) on operating loss (gain) (11) (30) 85
Income tax recovery (expense) on loss (gain) (3) 17 1,068
Non-controlling interest 22 (40) 12
Net gain (loss) from
discontinued operations 26 (56) 536

Emergis

In May 2004, our board of directors approved the sale of our 63.9% interest in Emergis. In June 2004,
BCE completed the sale of its interest in Emergis by way of a secondary public offering.
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Teleglobe provided
international voice and
data telecommunications
services. It also provided
retail telecommunications
services through its
investment in the Excel
Communications group
until the second quarter of
2002. These services
included long distance,
paging and Internet
services to residential and
business customers in
North America.

BCI developed and
operated communications
companies in markets
outside Canada. Its main
focus was on Latin
America until July 2002,
when it sold its interest in
Telecom Ameéricas Ltd.
BCI held most of its
investments through
Telecom Américas Ltd.

Aliant’'s emerging
business segment
consisted mainly of
Aliant’s investments in
iMagicTV Inc., Prexar LLC
and AMI Offshore Inc.
iMagicTV Inc. is a
software development
company that provides
broadband TV software
and solutions to service
providers around the
world. Prexar LLC is an
Internet services provider.
AMI Offshore Inc.
provides process and
systems control technical
services, and contracts
manufacturing solutions to
offshore oil and gas and
other industries.

Aliant’s remote
communications segment
consisted of Aliant’s
53.2% investment in
Stratos. Stratos offers
Internet Protocol (IP),
data and voice access
services through a range
of newly emerging and
established technologies,
including satellite and
microwave, to customers
in remote locations.
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In June 2004, Bell Canada paid $49 million to Emergis for:

e the purchase of Emergis’ Security business
o the early termination of the Bell Legacy Contract on June 30, 2004 rather than December 31, 2004
o the transfer of related intellectual property to Bell Canada.

These transactions were recorded on a net basis. The net proceeds from the sale of Emergis were $285 million (net
of $22 million of selling costs and a $49 million consideration given to Emergis). The gain on the transaction was $58
million.

The operating loss includes a future income tax asset impairment charge of $56 million ($36 million after non-
controlling interest), which Emergis recorded before the sale as a result of the unwinding of tax loss utilization
strategies between Emergis, 4122780 Canada Inc. (a wholly-owned subsidiary of Emergis) and Bell Canada.

Emergis completed the sale of its US Health operations in March 2004 for US$223 million in cash. The loss on
the transaction was $87 million ($160 million after non-controlling interest and BCE Inc.’s incremental goodwill),
which was recorded in December 2003.

Emergis was presented previously as a separate segment.

Teleglobe

Effective April 24, 2002, we started presenting the financial results of Teleglobe as discontinued operations. They
were previously presented as a separate segment.

The net gain of $39 million in 2003 relates mainly to the use of available loss carryforwards that were applied
against the taxes payable relating to Bell Canada’s sale of a 3.66% interest in the directories business and Aliant’s
sale of Stratos Global Corporation (Stratos). The tax benefit associated with the remaining unused capital losses has
not been reflected in the financial statements.

We recorded a loss of $73 million in 2002 for the write-down of our interest in Teleglobe to its net realizable value,
which we determined to be zero. This loss was in addition to the transitional goodwill impairment charge to opening
retained earnings of $7,516 million as of January 1, 2002, which was required by section 3062 of the CICA
Handbook.

Effective May 15, 2002, we stopped consolidating Teleglobe’s financial results and started accounting for the
investment at cost.

On December 31, 2002, after obtaining court approval, we sold all of our common and preferred shares in
Teleglobe to the court-appointed monitor for a nominal amount. The sale triggered approximately $10 billion of
capital losses for tax purposes. We recorded a gain of $1,042 million, relating mainly to the tax benefit from:

e reinstating non-capital loss carryforwards that were previously used to offset gains incurred on the
transactions related to the disposition of Nortel common shares in 2001
e applying a portion of the capital losses against the gain on the sale of the directories business in 2002.

BCI

Effective January 1, 2002, we started presenting the financial results of BCI as discontinued operations. They were
previously presented in the BCE Ventures segment.

Effective June 30, 2002, we stopped consolidating BCI’s financial results and started accounting for our
investment in BCI at cost. We recorded a charge of $316 million in 2002, which represented a writedown of the
investment to our estimate of its net realizable value.

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 BCI’s creditors and shareholders with the approval of the court. BCl is publicly
traded. BCE Inc. owns a 62.2% interest in BCI.

Aliant’s Emerging Business Segment
Effective May 2003, we started presenting the financial results of Aliant’s emerging business segment as
discontinued operations. They were previously presented in the Bell Canada segment.

Almost all of the assets of Aliant’'s emerging business segment were sold at December 31, 2003.

Aliant's Remote Communications Segment

Effective December 2003, we started presenting the financial results of Aliant’s remote communications segment as
discontinued operations. They were previously presented in the Bell Canada segment.
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In December 2003, Aliant completed the sale of Stratos, after receiving the required regulatory approvals. Aliant
received $340 million ($320 million net of selling costs) in cash for the sale. The transaction resulted in a gain on
sale of $105 million ($48 million after taxes and non-controlling interest).

Note 10: Earnings per Share

The table below is a reconciliation of the numerator and the denominator used in the calculation of basic and diluted
earnings per common share from continuing operations.

2004 2003 2002

Earnings from continuing operations (numerator)
Earnings from continuing operations 1,498 1,871 1,871
Dividends on preferred shares (70) (64) (59)
Premium on redemption of preferred shares - (7) (6)
Earnings from continuing operations — basic 1,428 1,800 1,806
Assumed exercise of put options by CGl shareholders U - - 12
Earnings from continuing operations — diluted 1,428 1,800 1,818
Weighted average number of common shares outstanding

(denominator) (in millions)
Weighted average number of common shares outstanding — basic 924.6 920.3 847.9
Assumed exercise of stock options @ 0.6 1.6 2.0
Assumed exercise of put options by CGl shareholders U - - 13.0
Weighted average number of common shares outstanding —

diluted 925.2 921.9 862.9

(1) On July 24, 2003, BCE and CGl signed a new shareholder agreement. As a result, the put options were
cancelled.

(2) The calculation of the assumed exercise of stock options includes the effect of the average unrecognized future
compensation cost of dilutive options. It does not include anti-dilutive options. These are options that would not be
exercised because their exercise price is higher than the average market value of a BCE Inc. common share for
each of the periods shown in the table. Including them would cause our diluted earnings per share to be overstated.
The number of excluded options was 26,693,305 in 2004, 22,176,302 in 2003 and 20,770,155 in 2002.

Note 11: Accounts Receivable

2004 2003
Trade accounts receivable 2,165 2,119
Other accounts receivable 98 170
Allowance for doubtful accounts (144) (228)

2,119 2,061




Securitization of Accounts Receivable

Bell Canada sold an interest in a pool of accounts receivable to a securitization trust for a total of $1 billion in cash at
December 31, 2004 ($900 million at December 31, 2003), under a revolving sales agreement that came into effect
on December 12, 2001. The agreement expires on December 12, 2006. Bell Canada had a retained interest of

$133 million in the pool of accounts receivable at December 31, 2004 ($128 million at December 31, 2003), which
equals the amount of overcollateralization in the receivables it sold.

Aliant sold an interest in a pool of accounts receivable to a securitization trust for a total of $125 million in cash at
December 31, 2004 ($130 million at December 31, 2003), under a revolving sales agreement that came into effect
on December 13, 2001. The agreement expires on December 13, 2006. Aliant had a retained interest of $43 million
in the pool at December 31, 2004 ($29 million at December 31, 2003).

Bell Canada and Aliant continue to service these accounts receivable. The buyers’ interest in the collection of
these accounts receivable ranks ahead of the interests of Bell Canada and Aliant, which means that Bell Canada
and Aliant are exposed to certain risks of default on the amount securitized. They have provided various credit
enhancements in the form of overcollateralization and subordination of their retained interests.

The buyers will reinvest the amounts collected by buying additional interests in the Bell Canada and Aliant
accounts receivable until the agreements expire. The buyers and their investors have no claim on Bell Canada’s and
Aliant’s other assets if customers do not pay amounts owed on time.
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In 2004, we recognized a pre-tax loss of $26 million on the revolving sale of accounts receivable for the
combined securitizations, compared to a pre-tax loss of $33 million in 2003.

The table below shows balances for the combined securitizations at December 31, 2004 and the assumptions
that were used in the model on the date of transfer and at December 31, 2004. A 10% or 20% adverse change in
each of these assumptions would have no significant effect on the current fair value of the retained interest.

RANGE 2004 2003
Securitized interest in accounts receivable 1,125 1,030
Retained interest 176 157
Servicing liability 1.3 1.4
Average accounts receivable managed 1,323 1,265
Assumptions:
Cost of funds 2.25%-3.05% 2.55% 3.22%
Average delinquency ratio 7.61%-8.24% 8.24% 7.58%
Average net credit loss ratio 0.91%—-1.07% 1.03% 0.95%
Weighted average life (days) 32-35 32 35
Servicing fee liability 2.00% 2.00% 2.00%

The table below is a summary of certain cash flows received from and paid to the trusts during the year.

2004 2003

Collections reinvested in revolving sales 14,331 18,612

Increase (decrease) in sale proceeds 95 (5)
Note 12: Other Current Assets

NOTE 2004 2003

Future income taxes 8 489 197

Inventory 357 295

Prepaid expenses 256 195

Other 109 52

1,211 739




Note 13: Capital Assets

2004 2003
NET NET
ACCUMULATED BOOK ACCUMULATED BOOK
COST AMORTIZATION VALUE COST AMORTIZATION VALUE
Telecommunications assets
Inside plant 20,066 13,836 6,230 20,234 13,588 6,646
Outside plant 12,627 8,008 4,619 12,221 7,658 4,563
Station equipment 2,788 1,625 1,163 2,759 1,526 1,233
Machinery and equipment 5,529 3,039 2,490 5,179 2,790 2,389
Buildings 2,682 1,384 1,298 2,551 1,308 1,243
Plant under construction 1,605 - 1,605 1,372 - 1,372
Satellites 1,769 758 1,011 1,376 704 672
Land 95 - 95 96 - 96
Other 278 97 181 506 225 281
Total property, plant and
equipment 47,439 28,747 18,692 46,294 27,799 18,495
Finite-life intangible assets
Software 3,242 1,295 1,947 2,934 1,063 1,871
Customer relationships 603 42 561 603 21 582
Other 279 81 198 224 58 166
Total capital assets 51,563 30,165 21,398 50,055 28,941 21,114
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The cost of assets under capital leases was $850 million at December 31, 2004 and $842 million at December 31,
2003. The net book value of these assets was $531 million at December 31, 2004, and $567 million at December 31,

2003.

Amortization of capital assets was $3,096 million in 2004, $3,086 million in 2003, and $2,985 million in 2002.
We capitalized total interest cost of $28 million in 2004, $23 million in 2003, and $25 million in 2002. Retirements
charged to accumulated amortization were $1,583 million in 2004, $409 million in 2003, and $893 million in 2002.

Note 14: Other Long-Term Assets

NOTES 2004 2003

Accrued benefit asset 23 1,128 1,728
Future income taxes 8 772 704
Investments at cost 261 253
Long-term notes and other receivables 135 91
Investments at equity 110 496
Deferred debt issuance costs 82 92
Deferred development costs 8 11
Other 160 84
2,656 3,459

Investments at equity include goodwill of $28 million at December 31, 2004, and $199 million at December 31, 2003.
Amortization of deferred charges was $12 million in 2004, $14 million in 2003 and $39 million in 2002.



Note 15: Indefinite-Life Intangible Assets

2004 2003
Brand name 1,986 1,986
Spectrum licences 778 778
Television licences 134 128
Cable licences 18 18
Total 2,916 2,910

Note 16: Goodwill

OTHER
BELL OTHER CONSOLI-
NOTE CONSUMER BUSINESS ALIANT  CANADA BCE DATED
Balance —

December 31, 2003 3,058 1,382 531 214 2,576 7,761
Additions 3 4 451 31 75 166 727
Disposals - - - - (18) (18)
Foreign exchange and

other - - - - (57) (57)
Balance -

December 31, 2004 3,062 1,833 562 289 2,667 8,413

Note 17: Debt Due Within One Year

WEIGHTED WEIGHTED
AVERAGE AVERAGE
INTEREST
NOTE RATE MATURITY 2004 2003

Bank advances 2.58% N/A 18 24

Notes payable 2.45% 30 days 137 4

BCE Inc. Series P retractable

preferred shares - 351

Long-term debt due within one year 18 1,121 1,140

Total debt due within one year 1,276 1,519

N/A: Not applicable.
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Restrictions

Some of the credit agreements:

e require us to meet specific financial ratios
o restrict our acquisition of capital assets

e restrict the payment of dividends.

We are in compliance with all conditions and restrictions.

Note 18: Long-Term Debt

WEIGHTED
AVERAGE
INTEREST
NOTE RATE MATURITY 2004 2003
BCE Inc. — Notes (@ 6.86%  2006-2009 2,000 2,000
Bell Canada
Debentures and notes ) 7.34%  2005-2054 8,246 8,789
Subordinated debentures 8.21%  2026-2031 275 275
Capital leases (© 7.45%  2006-2015 400 471
Other 75 212
Total — Bell Canada 8,996 9,747
Aliant
Debentures, notes and bonds (9 8.02%  2005-2025 885 985
Other 11 5
Total — Aliant 896 990
Bell Globemedia
Revolving reducing term credit
agreements (©) 2.56% 2006 40 60
Notes 6.44% 2009-2014 450 150
Total — Bell Globemedia 490 210
Telesat — Notes and other 8.11%  2006-2009 289 347
Other 146 86
Total debt 12,817 13,380
Unamortized premium ® 113 141
Less: Amount due within one year 17 (1,121) (1,140)
Long-term debt 11,809 12,381




(a) BCE Inc.

All notes are unsecured. BCE Inc. has the option to redeem $1.7 billion in notes at any time.

(b) Bell Canada

All debentures and notes are unsecured. They include US$200 million maturing in 2006 and US$200 million
maturing in 2010, which have both been swapped into Canadian dollars; $125 million of long-term debt includes call
options that allow for early repayment of the principal amounts when certain premiums are paid.

(c) Bell Canada

Includes capital leases of $84 million in 2004 and $75 million in 2003, net of loans receivable of $284 million in 2004
and $300 million in 2003. These obligations were from agreements that Bell Canada entered into in 1999 and 2001
to sell and lease back telecommunications equipment for a total of $399 million. Some of the proceeds were invested
in interest-bearing loans receivable. The capital lease obligations, net of loans receivable, were originally issued for
US$39 million and have been swapped into Canadian dollar obligations.
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(d) Aliant

All debentures and notes are unsecured. The bonds ($185 million in 2004 and 2003) are secured by deeds of trust
and mortgage, and by supplemental deeds. These instruments contain a first fixed and specific mortgage, a pledge
and charge upon all real and tangible property and equipment, which includes inventory and all capital investments
except software, and all rights and licences related to that property of Aliant Telecom Inc. The bonds also provide,
based on province of issue, a floating charge on all future real and tangible property of Aliant Telecom Inc. and all
revenues and proceeds derived from that property. Aliant has a floating interest rate through a swap agreement of
$100 million of debt.

(e) Bell Globemedia
Assets of CTV and one of its subsidiaries, CTV Specialty Television Inc. (CTV Specialty), are collateral for these
agreements. $95 million of the short-term advances were repaid to BCE Inc. in January 2005 ($450 million were

repaid to Bell Canada in January 2004). These were replaced with long-term debt under existing long-term facilities.
CTV and CTV Specialty have fixed interest rates through swap agreements on $95 million of bank debt.

(f) Unamortized Premium

Represents the unamortized purchase price allocated to long-term debt resulting from BCE’s repurchase of SBC
Communications Inc.’s 20% interest in Bell Canada Holdings Inc.

Restrictions
Some of the debt agreements:

e require us to meet specific financial ratios

e impose covenants, maintenance tests and new issue tests
e restrict the payment of dividends

e restrict how we can dispose of Bell Canada voting shares.

We are in compliance with all conditions and restrictions.

Note 19: Other Long-Term Liabilities

NOTES 2004 2003
Future income taxes 8 1,695 1,794
Accrued benefit liability 23 1,519 1,383
Deferred revenue and gains on assets 535 357
Deferred contract payments 24 254 301
CRTC benefits packages 80 130

Other 849 740



Total other long-term liabilities 4,932 4,705

Note 20: Financial Instruments

Using Derivatives

We use derivative instruments to manage our exposure to interest rate risk, foreign currency risk and changes in the
price of BCE Inc. common shares. We do not use derivative instruments for speculative purposes. Since we do not
trade actively in derivative instruments, we are not exposed to any significant liquidity risks relating to them.

The following derivative instruments were outstanding at December 31, 2004:

e cross-currency swaps and forward contracts that hedge foreign currency risk on a portion of our long-term
debt

o interest rate swaps that hedge interest rate risk on a portion of our long-term debt

e forward contracts that hedge foreign currency risk on anticipated transactions

o foreign debt designated to hedge a net investment in a foreign subsidiary

e forward contracts on BCE Inc. common shares that hedge the fair value exposure related to SCPs.

Credit Risk

We are exposed to credit risk if counterparties to our derivative instruments are unable to meet their obligations. We
expect that they will be able to meet their obligations because we deal with institutions that have strong credit ratings
and we regularly monitor our credit risk and credit exposure.

There was no credit risk relating to derivative instruments at December 31, 2004. We are also exposed to credit
risk from our customers, but the concentration of this risk is minimized because we have a large and diverse
customer base.
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Currency Exposures

We use cross-currency swaps and forward contracts to hedge debt that is denominated in foreign currencies. We
also use forward contracts to hedge foreign currency risk on anticipated transactions. Derivatives that qualify for
hedge accounting, and the underlying hedged items, are marked to current rates.

The principal amount to be received under currency contracts was US$675 million at December 31, 2004. The
principal amount to be paid under these contracts was $902 million at December 31, 2004.

During 2004, we designated US$57 million of debt as a hedge of part of our net investment in self-sustaining
foreign subsidiaries.

Interest Rate Exposures

We use interest rate swaps to manage the mix of fixed and floating interest rates on our debt. We have entered into
interest rate swaps with a notional amount of $195 million, maturing in 2006 and 2011, as follows:

e on $100 million of swaps we pay interest at a rate equal to a three-month bankers’ acceptance floating
interest rate plus 2.1%. We receive interest on these swaps at a rate of 6.8%.

¢ on $75 million of swaps we pay interest at a rate of 3.2%. We receive interest on these swaps at a rate equal
to the three-month bankers’ acceptance floating rate.

e on $20 million of swaps we pay interest at a rate of 4.7% . We receive interest on these swaps at a rate equal
to the three-month bankers’ acceptance floating rate.

We have also issued swaptions for the right to enter into interest rate swap transactions for a notional amount of
$90 million. If exercised, these swaptions will involve the payment of fixed interest rates of 10.5% and 11.1% in
exchange for the receipt of the three-month bankers’ acceptance floating rate from 2006 until maturity in 2013.

Fair Value

Fair value is the amount that willing parties would accept to exchange a financial instrument based on the current
market for instruments with the same risk, principal and remaining maturity. We base fair values on estimates using
present value and other valuation methods.

These estimates are affected significantly by our assumptions for the amount and timing of estimated future cash
flows and discount rates, which all reflect varying degrees of risk. Potential income taxes and other expenses that
would be incurred on disposition of these financial instruments are not reflected in the fair values. As a result, the fair
values are not necessarily the net amounts that would be realized if these instruments were actually settled.

The carrying value of all financial instruments approximates fair value, except for those noted in the table below.

2004 2003

CARRYING FAIR CARRYING FAIR

VALUE VALUE VALUE VALUE

Investment in Nortel ™ 54 59 57 77

Long-term debt due within one year 1,121 1,134 1,140 1,154

Long-term debt 11,809 13,747 12.381 14,250
Derivative financial instruments, net asset

(liability) position:

Forward contracts — BCE Inc. shares (37) (41) (37) (41)

Currency contracts @ (74) (97) (92) (97)

Interest rate swaps (10) (29) 9) (25)

(1) We have designated four million of our approximately 14 million Nortel common shares to manage our exposure
to outstanding rights to SCPs.

(2) Currency contracts include cross-currency interest rate swaps and foreign currency forward contracts. Some of
the cross-currency interest rate swaps are economic hedges that do not qualify for hedge accounting. We carry
these at fair value and all gains or losses are recorded in the statement of operations.
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Note 21: Share Capital

Preferred Shares

BCE Inc.’s articles of amalgamation provide for an unlimited number of First Preferred Shares and Second Preferred
Shares. The terms set out in the articles authorize BCE Inc.’s directors to issue the shares in one or more
Series and to set the number of shares and conditions for each series.

The table below is a summary of the principal terms of BCE Inc.’s First Preferred Shares. There were no Second
Preferred Shares issued and outstanding at December 31, 2004. BCE Inc.’s articles of amalgamation describe the
terms and conditions of these shares in detail.

STATED
NUMBER OF SHARES CAPITAL
AT
DECEMBER
ANNUAL REDEMP- ISSUED 31

DIVIDEND CONVERT- CONVERSION REDEMPTION TION AND OUT —m8M8

SERIES RATE IBLE INTO DATE DATE PRICE AUTHORIZED STANDING 2004 2003

Q floating  Series R December 1, 2010 At any time $25.50 8,000,000 - - -
R $1.5435  Series Q December 1, 2005 December 1,2005  $25.00 8,000,000 8,000,000 200 200
S floating Series T November 1, 2006 At any time $25.50 8,000,000 8,000,000 200 200
T fixed Series S November 1, 2011 November 1, 2011 $25.00 8,000,000 - - -
Y floating Series Z December 1, 2007 At any time $25.50 10,000,000 1,147,380 29 29
z $1.3298  Series Y December 1, 2007 December 1,2007  $25.00 10,000,000 8,852,620 221 221

September 1, September 1,
AA $1.3625 Series AB 2007 2007  $25.00 20,000,000 20,000,000 510 510
September 1,
AB floating Series AA 2012 At any time $25.50 20,000,000 - - -
AC $1.3850 Series AD March 1, 2008 March 1, 2008 $25.00 20,000,000 20,000,000 510 510
AD floating Series AC March 1, 2013 At any time $25.50 20,000,000 - - -
1,670 1,670
Voting Rights

All of the issued and outstanding preferred shares at December 31, 2004 were non-voting, except under special circumstances when the
holders are entitled to one vote per share.

Entitlement to Dividends

Holders of Series R, Z, AA and AC shares are entitled to fixed cumulative quarterly dividends. The dividend rate on these shares is reset
every five years, as set out in BCE Inc.’s articles of amalgamation.

Holders of Series S and Y shares are entitled to floating adjustable cumulative monthly dividends.

If Series Q, AB and AD shares are issued, their holders will be entitled to floating adjustable cumulative monthly dividends.

If Series T shares are issued, their holders will be entitled to fixed cumulative quarterly dividends.

Conversion Features

All of the issued and outstanding preferred shares at December 31, 2004 are convertible at the holder’s option into another associated
Series of preferred shares on a one-for-one basis as per the terms set out in BCE Inc.’s articles of amalgamation.

Redemption Features

BCE Inc. may redeem Series R, Z, AA and AC shares on the redemption date and every five years after that date.

If Series T shares are issued, BCE Inc. may redeem them on the redemption date and every five years after that date.

BCE Inc. may redeem Series S and Y shares at any time at $25.50 per share (being a 2% premium to the issue price). If Series Q, AB and
AD shares are issued, BCE Inc. may redeem them at any time.

Common Shares and Class B Shares
BCE Inc.’s articles of amalgamation provide for an unlimited number of voting common shares and non-voting Class B shares. The common

shares and the Class B shares rank equally in the payment of dividends and in the distribution of assets if BCE Inc. is liquidated, dissolved or
wound up, after payments due to the holders of preferred shares.
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The table below provides details about the outstanding common shares of BCE Inc. No Class B shares were
outstanding at December 31, 2004 and 2003.

2004 2003

NUMBER STATED NUMBER STATED

OF SHARES CAPITAL OF SHARES CAPITAL

Outstanding, beginning of year 923,988,818 16,749 915,867,928 16,520
Shares issued:

under employee savings plans - - 4,951,199 145

under dividend reinvestment plan - - 2,807,899 82

under employee stock option plans 1,946,864 32 552,681 9

Shares purchased for cancellation - - (190,889) (7)

Outstanding, end of year 925,935,682 16,781 923,988,818 16,749

Dividend Reinvestment Plan

The dividend reinvestment plan allows eligible common shareholders to use their dividends to buy additional
common shares. A trustee buys BCE Inc. common shares for the participants on the open market, by private
purchase or from BCE Inc. (where the shares are issued from treasury). BCE Inc. chooses the method the trustee
uses to buy the shares.

A total of 3,198,015 common shares were bought in the open market under this plan for $89 million in 2004. A
total of 2,807,899 common shares were bought from treasury for $82 million in 2003.

Note 22: Stock-Based Compensation Plans

Employee Savings Plans (ESPs)

ESPs are designed to encourage employees of BCE Inc. and its participating subsidiaries to own shares of BCE Inc.
Each year, employees who participate in the plans can choose to have up to a certain percentage of their annual
earnings withheld through regular payroll deductions to buy BCE Inc. common shares. In some cases, the employer
may also contribute up to a maximum percentage of the employee’s annual earnings to the plan.

Each participating company decides on its maximum percentages. For Bell Canada, employees can contribute
up to 12% of their annual earnings. Bell Canada contributes up to 2%.

The trustee of the ESPs buys BCE Inc. common shares for the participants on the open market, by private
purchase or from BCE Inc. (where the shares are issued from treasury). BCE Inc. chooses the method the trustee
uses to buy the shares.

There were 37,843 employees participating in the plans at December 31, 2004. The total number of common
shares bought for employees was 6,818,079 in 2004 and 6,352,654 in 2003. Compensation expense related to ESPs
was $38 million in 2004, $38 million in 2003 and $43 million in 2002. At December 31, 2004, 13,513,812 common
shares were reserved for issue under the ESPs.

Stock Options

Under BCE Inc.’s long-term incentive programs, BCE Inc. may grant options to key employees to buy BCE Inc.
common shares. The subscription price is usually equal to the market value of the shares on the last trading day
before the grant comes into effect. At December 31, 2004, 25,777,551 common shares were authorized for issue
under these programs.

For options granted before January 1, 2004, the right to exercise options generally vests or accrues by 25% a
year for four years of continuous employment from the day of grant, unless a special vesting period applies. Options
become exercisable when they vest and can be exercised for a period of up to 10 years from the date of grant.

For most options granted after January 1, 2004, the right to exercise options vests after two to three years of
continuous employment from the day of grant, if specific performance targets are met. Options become exercisable
when they vest and can be exercised for a period of up to six years from the date of grant. Subject to achieving
specific performance targets, 50% of the options will vest after two years and 100% after three years.
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Special vesting provisions may apply if:

e there is a change of control of BCE Inc. and the option holder’'s employment ends under certain
circumstances

o the option holder is employed by a designated subsidiary of BCE Inc., and BCE Inc.’s ownership interest in
that subsidiary falls below the percentage set out in the program.

When the Nortel common shares were distributed in May 2000, each outstanding BCE Inc. stock option was
cancelled and replaced by two new stock options. The first option gives the holder the right to buy one BCE Inc.
common share. The second option gives the holder the right to buy approximately 1.57 post-split common shares of
Nortel (Nortel option) at exercise prices that maintain the holder’'s economic position.

We ensured that exercising the Nortel options would not dilute Nortel shares by:

e calculating how many BCE Inc. common shares could be issued under options granted under stock option
programs immediately before the day of the distribution

e factoring this number into the calculation that determined how many Nortel common shares were distributed
for each BCE Inc. common share held.

BCE Inc. may exercise all Nortel options that expire unexercised or are forfeited. The exercise price paid to Nortel is
given back to BCE Inc. We credit an amount to retained earnings that is equal to the market share price of Nortel.

The table below is a summary of the status of BCE Inc.’s stock option programs.

2004 2003 2002

WEIGHTED WEIGHTED WEIGHTED

AVERAGE AVERAGE AVERAGE

NUMBER EXERCISE NUMBER EXERCISE NUMBER EXERCISE
OF SHARES PRICE ($) OF SHARES PRICE ($) OF SHARES PRICE ($)

Outstanding,
January 1 25,750,720 $32 24,737,423 $34 28,732,342 $36
Granted 5,911,576 $30 6,008,051 $28 8,051,159 $32
Exercised (1,946,864) $16 (552,681) $17 (479,873) $14
Expired/forfeited (1,233,753) $34 (4,442,073) $35  (11,566,205) $39
Outstanding,
December 31 28,481,679 $32 25,750,720 $32 24,737,423 $34
Exercisable,
December 31 14,633,433 $34 10,722,294 $33 10,735,043 $35

The table below shows you more about BCE Inc.’s stock option programs at December 31, 2004.

OPTIONS OUTSTANDING OPTIONS EXERCISABLE
WEIGHTED WEIGHTED WEIGHTED
AVERAGE AVERAGE AVERAGE
RANGE OF REMAINING EXERCISE EXERCISE
EXERCISE PRICES NUMBER LIFE PRICE ($) NUMBER PRICE (3$)
Below $20 1,609,697 3 years $14 1,609,697 $14
$20-$30 12,377,141 7 years $29 2,052,600 $28
$30-$40 8,123,342 7 years $34 5,419,524 $34
Over $40 6,371,499 6 years $41 5,551,612 $41
28,481,679 $32 14,633,433 $34
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Assumptions Used in Stock Option Pricing Model

The table below shows the assumptions used to determine stock-based compensation expense, using the Black-
Scholes option pricing model.

2004 2003
Compensation expense ($ millions) 29 26
Number of stock options granted 5,911,576 6,008,051
Weighted average fair value per option granted ($) 4 6
Weighted average assumptions:
Dividend yield 4.0% 3.6%
Expected volatility 27% 30%
Risk-free interest rate 3.1% 4.0%
Expected life (years) 3.5 4.5

Starting in 2004, most of the stock options granted contain specific performance targets that must be met before
the option can be exercised. This is reflected in the calculation of the weighted average fair value per option
granted.

Restricted Share Units (RSUs)

In 2004, BCE Inc. granted RSUs to executives and other key employees. The value of an RSU is always equal to
the value of one BCE Inc. common share. Dividends in the form of additional RSUs are credited to the
participant’s account on each dividend payment date and are equivalent in value to the dividend paid on BCE Inc.
common shares. Each executive is granted a specific number of RSUs for a given performance period, based on
his or her position and level of contribution. At the end of each given performance period, RSUs will vest if
performance objectives are met or will be forfeited.

Vested RSUs will be paid in BCE Inc. common shares purchased on the open market, in cash or through a
combination of both, as the holder chooses, as long as individual share ownership requirements are met.

The table below is a summary of the status of RSUs.

NUMBER OF RSUS

Outstanding, January 1, 2004 -
Granted 1,986,513

Dividends credited 61,086
Expired/forfeited (51,077)
Outstanding, December 31, 2004 1,996,522

Vested, December 31, 2004 -

For the year ended December 31, 2004, we recorded compensation expense for RSUs of $25 million.
Special Compensation Payments (SCPs)

Before 2000, when BCE Inc. granted options to officers, vice-presidents and other key employees, related rights to
SCPs were also often granted. SCPs are cash payments representing the amount that the market value of the
shares on the date of exercise of the related options exceeds the exercise price of these options.

When the distribution of Nortel common shares was made in 2000, the outstanding options were cancelled and
replaced with options to buy BCE Inc. common shares and options to buy Nortel common shares. The related SCPs
were adjusted accordingly.

For each right to an SCP held before the distribution, right holders now have rights related to both BCE Inc. and
Nortel common shares.

The number of SCPs outstanding at December 31, 2004 was:

e 1,078,394 relating to BCE Inc. common shares
e 2,443,798 relating to Nortel common shares.

All of the outstanding SCPs cover the same number of shares as the options to which they relate. It is the employer’s
responsibility to make the payments under the SCPs. There was income related to SCPs of $14 million in 2004,
income of $29 million in 2003 and an expense of $1 million in 2002. The amounts include a recovery of SCP
expense previously established at $14 million for 2004, $50 million for 2003, and $59 million for 2002, relating to
forfeitures of SCPs.
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Note 23: Employee Benefit Plans

We provide pension, other retirement and post-employment benefits for almost all of our employees. These include
DB pension plans, plans that provide other employee future benefits and DC pension plans.

Components of Accrued Benefit Asset (Liability)

The table below shows the change in benefit obligations, change in fair value of plan assets and the funded status of
the DB plans.

PENSION BENEFITS OTHER BENEFITS
2004 2003 2004 2003
Accrued benefit obligation, beginning of year 12,505 11,815 1,615 1,628
Current service cost 228 217 31 31
Interest cost on accrued benefit obligation 806 757 104 105
Actuarial (gains) losses 772 513 102 (52)
Benefit payments (725) (716) (81) (87)
Employee contributions 8 6 - -
Special termination costs M 660 (27) (12) -
Plan amendment (2) 77 4 14 2
Divestitures and other (3) 17 (64) (1) (12)
Accrued benefit obligation, end of year 14,348 12,505 1,772 1,615
Fair value of plan assets, beginning of year 12,569 11,587 133 125
Actual return on plan assets 1,074 1,583 4 8
Benefit payments (725) (716) (81) (87)
Employer contributions 97 155 81 87
Employee contributions 8 6 - -
Divestitures and other @) 7 (46) - -
Fair value of plan assets, end of year 13,030 12,569 137 133
Plan surplus (deficit) (1,318) 64 (1,635) (1,482)
Unamortized net actuarial (gains) losses 2,304 1,682 47 (58)
Unamortized past service costs 129 71 17 2
Unamortized transitional (asset) obligation (35) (80) 227 270
Valuation allowance (127) (124) - -
Accrued benefit asset (liability), end of year 953 1,613 (1,344) (1,268)

Accrued benefit asset included in other long-term

assets 1,128 1,728 - -
Accrued benefit liability included in other long-term

liabilities (175) (115) (1,344) (1,268)




(1) Costs in 2004 relate to the employee departure programs announced at Bell Canada. See Note 4, Restructuring
and Other Items, for more information.

(2) Costs in 2004 mainly relate to DB pension plan amendments at Aliant whereby certain bargaining unit employees
and eligible management employees were awarded past service benefits.

(3) Costs in 2003 mainly relate to Bell Canada’s sale of its 89.9% ownership interest in Certen.

For DB pension plans with an accrued benefit obligation that was more than plan assets:

o the accrued benefit obligation was $14,087 million at December 31, 2004, and $2,732 million at
December 31, 2003

o the fair value of plan assets was $12,630 million at December 31, 2004, and $2,005 million at December 31,
2003.

For DB pension plans with an accrued benefit obligation that was less than plan assets:

o the accrued benefit obligation was $261 million at December 31, 2004, and $9,773 million at
December 31, 2003

o the fair value of plan assets was $400 million at December 31, 2004, and $10,564 million at
December 31, 2003.
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Components of Net Benefit Plans Cost (Credit)

The table below shows the net benefit plans cost (credit) before and after recognizing its long-term nature. The
recognized net benefit plan cost (credit) reflects the amount reported in our statement of operations and is calculated
according to our accounting policy.

PENSION BENEFITS OTHER BENEFITS

FOR THE YEAR ENDED DECEMBER 31 2004 2003 2002 2004 2003 2002
Current service cost 243 222 223 31 31 35
Interest cost on accrued benefit obligation 806 757 749 104 105 94
Actual (return) loss on plan assets (1,074) (1,583) 854 (4) (8) (1)
Past service costs arising during period 77 4 50 14 2 -
Actuarial loss (gain) on accrued benefit

obligation 772 513 (19) 102 (52) 173
Elements of employee future benefit

plans cost (credit), before

recognizing its long-term nature 824 (87) 1,857 247 78 301
Excess (deficiency) of actual return over

expected return (1) 121 648 (1,981) (6) ) (10)
Deferral of amounts arising during period:

Past service costs (77) (4) (50) (14) (2) -

Actuarial (loss) gain on accrued benefit

obligation (772) (513) 19 (102) 52 (173)

Amortization of previously deferred

amounts:

Past service costs 10 9 6 - - -

Net actuarial losses 33 23 1 1 - -

Transitional (asset) obligation (44) (44) (56) 30 30 39
Adjustments to recognize long-term

nature of employee future benefit

plans cost (credit) (729) 119 (2,061) (91) 79 (144)
Increase (decrease) in valuation

allowance 3 (12) 14 - - -
Other 2 @) - - - -

Net benefit plans cost (credit),
recognized 100 18 (190) 156 157 157



Comprised of:
Defined benefit plans cost 85 13 (190) 156 157 157
Defined contribution plans cost 15 5 - - - -

(1) The expected return on plan assets for a given year is calculated based on the market-related value of plan
assets as at the beginning of that year. The market-related value of pension plan assets was $13,044 million at
January 1, 2004, $12,542 million at January 1, 2003, and $13,922 million at January 1, 2002.

Significant Assumptions
We used the following key assumptions to measure the accrued benefit obligation and the net benefit plans cost

(credit) for the DB pension plans and plans that provide other employee future benefits. These assumptions are
long-term, which is consistent with the nature of employee benefit plans.

PENSION BENEFITS OTHER BENEFITS

2004 2003 2002 2004 2003 2002

At December 31
Accrued benefit
obligation:
Discount rate, end of
year 6.2% 6.5% 6.5% 6.2% 6.5% 6.5%
Rate of compensation
increase, end of year 3.5% 3.5% 3.5% 3.5% 3.5% 3.5%

For the year ended
December 31
Net benefit plans cost
(credit):
Discount rate, end of
preceding year 6.5% 6.5% 6.5% 6.5% 6.5% 6.5%
Expected return on plan
assets, end of
preceding year 7.5% 7.5% 8.3% 7.5% 7.5% 8.3%
Rate of compensation
increase, end of
preceding year 3.5% 3.5% 3.5% 3.5% 3.5% 3.5%
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We assumed the following trend rates in health-care costs:

e a4.5% annual rate of increase in the cost per person of covered health-care benefits for 2004 and the
foreseeable future

e a 10.5% annual rate of increase in the cost of medication for 2004 with a gradual decline to 4.5% over six
years.

Assumed trend rates in health-care costs have a significant effect on the amounts reported for the health-care plans.

The table below, for example, shows the effect of a 1% change in the assumed trend rates in health-care costs.

1% 1%
INCREASE = DECREASE

Effect on other benefits — total service and interest cost 16 (13)
Effect on other benefits — accrued obligation 156 (137)




Pension Plan Assets

The investment strategy for the major benefit plans is to maintain a diversified portfolio of assets, invested in a
prudent manner to maintain the security of funds while maximizing returns within our guidelines.
The expected rate of return assumption is based on our target asset allocation policy and the expected future

rates of return on these assets.

The table below shows the allocation of our pension plan assets at December 31, 2004 and 2003, target
allocation for 2004 and the expected long-term rate of return by asset class.

WEIGHTED

WEIGHTED PERCENTAGE AVERAGE

AVERAGE OF PLAN EXPECTED

TARGET ASSETS AT LONG-TERM

ALLOCATION DECEMBER 31 RATE OF RETURN

ASSET CATEGORY 2004 2004 2003 2004
Equity securities 45%—65% 57% 56% 9.0%
Debt securities 35%—-55% 43% 44% 5.5%
Total/Average 100% 100% 7.5%

Equity securities included approximately $95 million of BCE Inc. common shares or 0.7% of total plan assets at
December 31, 2004, and approximately $111 million of BCE Inc. common shares or 0.9% of total plan assets at

December 31, 2003.

Debt securities included approximately $8 million of BCE Inc. and affiliates’ debentures or 0.1% of total plan
assets at December 31, 2004, and $108 million or 0.9% of total plan assets at December 31, 2003.

Projected Cash Flows

We are responsible for adequately funding our DB pension plans. We make contributions to them based on various

actuarial cost methods that are permitted by pension regulatory bodies. Contributions reflect actuarial assumptions

about future investment returns, salary projections and future service benefits.
We contribute to the DC pension plans as employees provide service.

The table below shows the amounts we contributed to the DB and DC pension plans and the payments made to

beneficiaries under other employee benefit plans.

PENSION BENEFITS

OTHER BENEFITS

2004 2003 2002 2004 2003 2002
Aliant 67 125 9 4 4 3
Bell Canada 20 17 4 77 83 73
Bell Globemedia 17 11 3 - - -
BCE Inc. 8 7 5 - — -
Total 112 160 21 81 87 76
Comprised of:
Contributions to DB
plans 97 155 21 81 87 76
Contributions to DC
plans 15 5 - - - -
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We expect to contribute approximately $200 million to the DB pension plans in 2005, subject to actuarial valuations
being completed. We expect to pay $93 million to beneficiaries under other employee benefit plans in 2005.

We expect to contribute $24 million to the DC pension plans in 2005.
Estimated Future Benefit Payments

The table below shows the estimated future benefit payments for the next 10 years as at December 31, 2004.

PENSION OTHER

BENEFITS BENEFITS

2005 847 93
2006 867 99
2007 886 105
2008 904 112
2009 923 120
2010-2014 4,878 722
Total estimated future benefit payments 9,305 1,251

Note 24: Commitments and Contingencies

Contractual Obligations

The table below is a summary of our contractual obligations at December 31, 2004 that are due in each of the next
five years and after 2009.

AFTER
2005 2006 2007 2008 2009 2009 TOTAL

Long-term debt

(excluding capital

leases) 1,018 989 1,726 1,091 1,701 6,000 12,525
Notes payable and bank

advances 155 - - - - - 155
Capital leases 103 70 59 47 31 95 405
Operating leases 399 296 258 232 209 1,459 2,853
Commitments for capital

expenditures 210 121 45 2 2 28 408
Other purchase

obligations 576 375 231 184 175 401 1,942
Other long-term liabilities

(including current

portion) 97 86 91 79 78 - 431

Total 2,558 1,937 2,410 1,635 2,196 7,983 18,719




Long-term debt and notes payable and bank advances include $123 million drawn under our committed-credit
facilities. They do not include $414 million of letters of credit. The total amount available under these committed
credit facilities and under our commercial paper programs, including the amount currently drawn, is $2,461 million.
The imputed interest to be paid on capital leases is $106 million. Rental expense relating to operating leases was
$406 million in 2004, $368 million in 2003 and $356 million in 2002.
Our commitments for capital expenditures include investments to expand and update our networks and to meet
customer demand. Other purchase obligations consist mainly of contractual obligations under service contracts.
Other long-term liabilities included in the table relate to:

o Bell Canada’s future payments over the remaining life of its contract with Certen for the development of
Bell Canada’s billing system. The total amount was $301 million at December 31, 2004.

¢ Bell Globemedia’s obligations relating to CRTC benefits owing on previous business combinations. These
and other long-term liabilities were $130 million at December 31, 2004.

At December 31, 2004, we had other long-term liabilities that are not included in the table. They consisted of an
accrued employee benefit liability, future income tax liabilities, deferred revenue and gains on assets, and various
other long-term liabilities.

We did not include the accrued employee benefit liability and future income tax liabilities because we cannot
accurately determine the timing and amount of cash needed for them. This is because:

e future contributions to the pension plans depend largely on the results of actuarial valuations that are
performed periodically and on the investment performance of the pension fund assets.
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e future payments of income taxes depend on the amount of taxable earnings and on whether there are tax loss
carryforwards available to reduce income tax liabilities.

We did not include deferred revenue and gains on assets because they do not represent future cash payments.
Commitment under the Deferral Account

The deferral account is a mechanism resulting from the CRTC’s second price cap decision of
May 2002, which requires us to fund initiatives such as service improvements, reduced
customer rates and/or customer rebates. We estimate our commitment under the deferral
account to be approximately $202 million at December 31, 2004. We expect to clear most of
this amount in 2005 by implementing various initiatives.

Litigation
Teleglobe Lending Syndicate Lawsuit

On July 12, 2002, some members of the Teleglobe and Teleglobe Holdings (U.S.) Corporation lending syndicate (the
plaintiffs) filed a lawsuit against BCE Inc. in the Ontario Superior Court of Justice. The claim makes several
allegations, including that BCE Inc. and its management, in effect, made a legal commitment to repay the advances
the plaintiffs made as members of the lending syndicate, and that the court should disregard Teleglobe as a
corporate entity and hold BCE Inc. responsible to repay the advances as Teleglobe’s alter ego. On
November 2, 2004, Canadian Imperial Bank of Commerce and Canadian Imperial Bank of Commerce, N.Y. Agency
withdrew from the lawsuit.
The plaintiffs claim damages of US$1.09 billion, plus interest and costs, which they allege is equal to the amount
they advanced. This represents approximately 87% of the total US$1.25 billion that the lending syndicate advanced.
While we cannot predict the outcome of any legal proceeding, based on information currently available, BCE Inc.
believes that it has strong defences, and it intends to vigorously defend its position.

Kroll Restructuring Lawsuit

In February 2003, a lawsuit was filed in the Ontario Superior Court of Justice by Kroll Restructuring Ltd., in its
capacity as interim receiver of Teleglobe, against five former directors of Teleglobe. This lawsuit was filed in
connection with Teleglobe’s redemption of its third series preferred shares in April 2001 and the retraction of its fifth
series preferred shares in March 2001.

The plaintiff is seeking a declaration that such redemption and retraction were prohibited under the Canada
Business Corporations Act and that the five former directors should be held jointly and severally liable to restore to
Teleglobe all amounts paid or distributed on such redemption and retraction, being an aggregate of approximately
$661 million, plus interest.

While BCE Inc. is not a defendant in this lawsuit, Teleglobe was at the relevant time a subsidiary of BCE Inc.
Pursuant to standard policies and subject to applicable law, the five former Teleglobe directors are entitled to seek
indemnification from BCE Inc. in connection with this lawsuit.

While we cannot predict the outcome of any legal proceeding, based on information currently available, BCE Inc.
believes that the defendants have strong defences and that the claims of the plaintiffs will be vigorously defended
against.

Teleglobe Unsecured Creditors Lawsuit

On May 26, 2004, a lawsuit was filed in the United States Bankruptcy Court for the District of Delaware. The United
States District Court for the District of Delaware subsequently withdrew the reference from the Bankruptcy Court and
the matter is now pending in the District Court for the District of Delaware. The lawsuit is against BCE Inc. and 10
former directors and officers of Teleglobe and certain of its subsidiaries. The plaintiffs are comprised of Teleglobe
Communications Corporation, certain of its affiliated debtors and debtors in possession, and the Official Committee
of Unsecured Creditors of these debtors. The lawsuit alleges breach of an alleged funding commitment of BCE Inc.
towards the debtors, promissory estoppel, misrepresentation by BCE Inc. and breach and aiding and abetting
breaches of fiduciary duty by the defendants. The plaintiffs seek an unspecified amount of damages against the
defendants.

While no one can predict the outcome of any legal proceeding, based on information currently available, BCE Inc.
believes that it has strong defences, and it intends to vigorously defend its position.
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Other Litigation

We become involved in various other claims and litigation as a part of our business.



While we cannot predict the final outcome of claims and litigation that were pending at December 31, 2004, based on
information currently available, management believes that the resolution of these claims and litigation will not have a
material and negative effect on our consolidated financial position or results of operations.

Note 25: Guarantees

As a regular part of our business, we enter into agreements that provide for indemnifications and guarantees to
counterparties that may require us to pay for costs and losses incurred in various types of transactions. We cannot
reasonably estimate the maximum potential amount we could be required to pay counterparties. While some of the
agreements specify a maximum potential exposure, many do not specify a maximum amount or limited period. The
amount also depends on the outcome of future events and conditions, which cannot be predicted. Historically, we
have not made any significant payments under these indemnifications or guarantees.

Sales of Assets and Businesses

In transactions involving business dispositions and sales of assets, we may be required to pay counterparties for
costs and losses incurred as a result of various events. These could include:

e breaches of representations and warranties

o intellectual property rights infringement

e |oss or damages to property

e environmental liabilities

e changes in, or in the interpretation of, laws and regulations (including tax legislation)
e valuation differences

e litigation against the counterparties

e earn-out guarantees if the disposed business does not meet specific targets

e contingent liabilities of a disposed business, or

e reassessments of previous tax filings of the corporation that carries on the business.

Some of the agreements specify a maximum potential exposure of $2 billion, but many do not specify a maximum
amount or limited period. A total of $18 million has been accrued in the consolidated balance sheet relating to this
type of indemnification or guarantee at December 31, 2004.

Sales of Services

In transactions involving sales of services, we may be required to pay counterparties for costs and losses incurred as
aresult of:

e breaches of representations and warranties
e changes in, or in the interpretation of, laws and regulations (including tax legislation), or
e litigation against the counterparties.

Some of the agreements specify a maximum potential exposure of $305 million, but many do not specify a maximum
amount or limited period. No amount has been accrued in the consolidated balance sheet relating to this type of
indemnification or guarantee at December 31, 2004.

Purchases and Development of Assets

In transactions involving purchases and development of assets, we may be required to pay counterparties for costs
and losses incurred as a result of breaches of:

e representations and warranties

o loss or damages to property

e changes in, or in the interpretation of, laws and regulations (including tax legislation), or
e litigation against the counterparties.

Some of the agreements specify a maximum potential exposure of $1.5 billion, but many do not specify a maximum
amount or limited period. No amount has been accrued in the consolidated balance sheet relating to this type of
indemnification or guarantee at December 31, 2004.

Other Transactions

As part of other transactions, such as securitization agreements and operating leases, we may be required to pay
counterparties for costs and losses incurred as a result of:

e breaches of representations and warranties
e loss or damages to property
e changes in, or in the interpretation of, laws and regulations (including tax legislation), or



e litigation against the counterparties.
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Some of the agreements specify a maximum potential exposure of $26 million, but many do not specify a maximum
amount or limited period. No amount has been accrued in the consolidated balance sheet relating to this type of

indemnification or guarantee at December 31, 2004.

Note 26: Supplemental Disclosure for Statements of Cash Flows

2004 2003 2002
Interest paid on long-term debt 987 1,109 1,019
Income taxes paid (net of refunds) 216 (24) 1,284

Note 27: Reconciliation of Canadian GAAP to United States GAAP

We have prepared these consolidated financial statements according to Canadian GAAP. The tables below are a
reconciliation of significant differences relating to the statement of operations and total shareholders’ equity reported

according to Canadian GAAP and United States GAAP.

Reconciliation of Net Earnings (Loss)

2004 2003 2002

Canadian GAAP - Earnings from continuing operations 1,498 1,871 1,871
Adjustments:

Deferred costs (2) 7 ) 18

Employee future benefits (©) (75) (132) (14)

Derivative instruments () - (12) 15

Other 1 (8) 2
United States GAAP - Earnings from continuing operations 1,431 1,717 1,892

Discontinued operations — United States GAAP (@) 84 (56) 727

Cumulative effect of change in accounting policy (k) - (25) (7,268)
United States GAAP — Net earnings (loss) before extraordinary

gain 1,515 1,636 (4,649)

Extraordinary gain 69 - -
United States GAAP — Net earnings (loss) 1,584 1,636 (4,649)

Dividends on preferred shares () (85) (70) (59)

Premium on redemption of preferred shares - (7) (6)
United States GAAP — Net earnings (loss) applicable to

common shares 1,499 1,559 (4,714)
Other comprehensive earnings (loss) items

Change in currency translation adjustment (10) (56) 30

Change in unrealized gain (loss) on investments (h) (12) 17 9

Additional minimum liability for pension obligation (©) (72) (40) (81)
Comprehensive earnings (loss) 1,405 1,480 (4,756)

Net earnings (loss) per common share - basic



L . 1.46 1.78 2.14
Continuing operations
Discontinued operations and change in accounting policy 0.09 (0.09) (8.23)
Extraordinary gain 0.07 - -
Net earnings (loss) 1.62 1.69 (6.09)
Net earnings (loss) per common share - diluted
Continuing operations 1.46 1.78 2.1
Discontinued operations and change in accounting policy 0.09 (0.09) (8.23)
Extraordinary gain 0.07 - -
Net earnings (loss) 1.62 1.69 (6.12)
Dividends per common share 1.20 1.20 1.20
Average number of common shares outstanding (millions) 924.6 920.3 847.9
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Statements of Accumulated Other Comprehensive Loss
2004 2003 2002
Currency translation adjustment (56) (46) 10
Unrealized gain (loss) on investments (h) 4 16 (1)
Additional minimum liability for pensions () (193) (121) (81)
Accumulated other comprehensive loss (245) (151) (72)
Reconciliation of Total Shareholders’ Equity
2004 2003 2002
Canadian GAAP 14,032 13,573 12,608
Adjustments
Deferred costs (2) (67) (77) (78)
Employee future benefits (o) (543) (260) 17
Gain on disposal of investments and on reduction of ownership in
subsidiary companies (© 163 163 163
Other 114 132 172
Tax effect of the above adjustments © 81 (16) (124)
Non-controlling interest effect of the above adjustments () 95 55 47
Discontinued operations (@) - (58) (58)
Unrealized gain (loss) on investments (h) 4 16 (1)
United States GAAP 13,879 13,528 12,746




Description of United States GAAP Adjustments
(a) Deferred Costs

Under Canadian GAAP, certain expenses can be deferred and amortized if they meet certain criteria. Under United
States GAAP, these costs are expensed as incurred.

(b) Employee Future Benefits

The accounting for future benefits for employees under Canadian GAAP and United States GAAP is essentially the
same, except for the recognition of certain unrealized gains and losses.

Canadian GAAP requires companies to recognize a pension valuation allowance for any excess of the accrued
benefit asset over the expected future benefit. Changes in the pension valuation allowance are recognized in the
consolidated statement of operations. United States GAAP does not specifically address pension valuation
allowances. United States regulators have interpreted this to be a difference between Canadian and United States
GAAP. Under United States GAAP, an additional minimum liability is recorded for the excess of the unfunded
accumulated benefit obligation over the recorded pension benefit liability. An offsetting intangible asset equal to the
unrecognized prior service costs is recorded. Any difference is recorded as a reduction in accumulated other
comprehensive income. The accumulated benefit obligation at December 31, 2004 was $13.1 billion.

(c) Gains or Losses on Investments

Under Canadian GAAP and United States GAAP, gains or losses on investments are calculated in a similar manner.
Differences in Canadian GAAP and United States GAAP, however, may cause the underlying carrying value of the
investment to be different. This will cause the resulting gain or loss to be different.

(d) Equity Income

Under Canadian GAAP, we account for our joint venture investment in CGl using the proportionate consolidation
method. Effective July 2003, as a result of the new agreement with CGI, we present CGl as an equity investment
under United States GAAP. There is no impact on net earnings.

Our proportionate share of CGI's operating results for the 12 months ended December 31, 2004 and six months
ended December 31, 2003 were:

e operating revenues of $1,019 million and $422 million for the periods in 2004 and 2003, which includes $164
million and $74 million with subsidiaries of BCE Inc.

e operating expenses of $873 million and $356 million for the periods in 2004 and 2003, which includes
$30 million and $14 million for subsidiaries of BCE Inc.

e amortization expense of $52 million and $21 million for the periods in 2004 and 2003

o interest expense of $6 million and $3 million for the periods in 2004 and 2003

o other income of $4 million and other expense of $1 million for the periods in 2004 and 2003

e income tax expense of $33 million and $17 million for the periods in 2004 and 2003

o discontinued operations of $3 million and nil for the periods in 2004 and 2003.
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(e) Income Taxes

The income tax adjustment represents the impact the United States GAAP adjustments that we describe above have
on income taxes. The accounting for income taxes under Canadian GAAP and United States GAAP is essentially the
same, except that:

e income tax rates of enacted or substantively enacted tax law are used to calculate future income tax assets
and liabilities under Canadian GAAP
e only enacted income tax rates are used under United States GAAP.

(f) Non-Controlling Interest

The non-controlling interest adjustment represents the impact the United States GAAP adjustments that we describe
above have on non-controlling interest.

(9) Discontinued Operations

Differences between Canadian GAAP and United States GAAP will cause the historical carrying values of the net
assets of discontinued operations to be different.

(h) Change in Unrealized Gain (Loss) on Investments

Our portfolio investments are recorded at cost under Canadian GAAP. They would be classified as available-for-sale
under United States GAAP and would be carried at fair value, with any unrealized gains or losses included in other
comprehensive loss, net of tax.

(i) Accounting for Stock-Based Compensation

In December 2002, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting
Standards (SFAS) No. 148, Accounting for Stock-Based Compensation — Transition and Disclosure . It applies to
fiscal years ending after December 15, 2002. It amends the transitional provisions of SFAS No. 123 for companies
that choose to recognize stock-based compensation under the fair value-based method of SFAS No. 123, instead of
choosing to continue following the intrinsic value method of Accounting Principles Board (APB) Opinion No. 25.

We adopted the fair value-based method of accounting on a prospective basis, effective January 1, 2002.

Under SFAS No. 123, however, we are required to make pro forma disclosures of net earnings, and basic and
diluted earnings per share, assuming that the fair value-based method of accounting had been applied from the date
that SFAS No. 123 was adopted.

The table below shows stock-based compensation expense and pro forma net earnings using the Black-Scholes

pricing model.
2004 2003 2002
Net earnings (loss), as reported 1,584 1,636 (4,649)
Compensation cost included
in net earnings 54 29 27
Total compensation cost (63) (51) (68)
Pro forma net earnings (loss) 1,575 1,614 (4,690)
Pro forma net earnings (loss) per common share (basic) 1.61 1.67 (6.13)
Pro forma net earnings (loss) per common share (diluted) 1.61 1.67 (6.15)

(j) Accounting for Derivative Instruments and Hedging Activities (SFAS No. 133)

On January 1, 2001, we adopted SFAS 133, Accounting for Derivative Instruments and Hedging Activities, as
amended by SFAS 138. Under this standard, all derivatives must be recorded on the balance sheet at fair value
under United States GAAP. In addition, certain economic hedging strategies, such as using dividend rate swaps to
hedge preferred share dividends and hedging SCPs, no longer qualify for hedge accounting under United States
GAAP.

The change in the fair value of derivative contracts that no longer qualify for hedge accounting under United
States GAAP is reported in net earnings.

We elected to settle the dividend rate swaps used to hedge $510 million of BCE Inc. Series AA preferred shares
and $510 million of BCE Inc. Series AC preferred shares in the third quarter of 2003. These dividend rate swaps in
effect converted the fixed-rate dividends on these preferred shares to floating-rate dividends. They were to mature in
2007. As a result of the early settlement, we received total proceeds of $83 million in cash. Since the settlement, all
of our derivative contracts qualify for hedge accounting.
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Under Canadian GAAP, the proceeds are being deferred and amortized against the dividends on these preferred
shares over the remaining original terms of the swaps. Under United States GAAP, these dividend rate swaps did
not qualify for hedge accounting and were recorded on the balance sheet at fair value. As a result, the amortization
of the deferred gain under Canadian GAAP is reversed for purposes of United States GAAP.

(k) Impact of Adopting Recent Changes to Accounting Standards
Goodwill and Other Intangible Assets

Effective January 1, 2002, we followed the requirements of SFAS No. 142, Goodwill and Other Intangible Assets.
This standard required us to stop amortizing goodwill and indefinite-life intangible assets to earnings and to assess
them for impairment each year. It includes a transitional impairment test.

Effective June 30, 2002, we:

e allocated our existing goodwill and indefinite-life intangible assets to our reporting units
e completed the assessment of the quantitative impact of the transitional impairment test measured at January
1, 2002 on our financial statements.

In performing the transitional impairment test, we:

e estimated the fair value of our reporting units based on discounted future cash flows
e compared the fair values to those implied by public company trading multiples.

We determined a transitional impairment loss of $7,268 million net of tax in the second quarter of 2002. We recorded
it as a cumulative effect of a change in accounting policy as of January 1, 2002, as required by the transitional
provisions of SFAS No. 142. Under Canadian GAAP, the transitional impairment loss is recorded as an adjustment
to opening retained earnings. The impairment loss related to impaired goodwill of reporting units in Teleglobe
($6,604 million), Bell Globemedia ($545 million) and Emergis ($119 million).

Consolidation of Variable Interest Entities

Effective July 1, 2003, we adopted FASB Interpretation (FIN) No. 46, Consolidation of Variable Interest Entities , on a
prospective basis. This interpretation clarifies how to apply ARB No. 51, Consolidated Financial Statements, to
variable interest entities when equity investors are not considered to have a controlling financial interest or they have
not invested enough equity to allow the entity to finance its activities without additional subordinated financial support
from other parties.

We determined a transitional loss of $25 million net of tax in the third quarter of 2003. We recorded it as a
cumulative effect of a change in accounting policy as of July 1, 2003, as required by the transitional provisions of FIN
No. 46. Under Canadian GAAP, the transitional loss is recorded as an adjustment to retained earnings. See Note 1,
Significant Accounting Policies, for a summary of how this affected our consolidated financial statements.

Note 28: Subsequent Events

Acquisition of Nexxlink Technologies Inc. (Nexxlink)

As of February 21, 2005, Bell Canada had bought 89% of all the outstanding shares of Nexxlink, a provider of
integrated IT solutions, for $59 million in cash. Bell Canada intends to buy the remaining shares in a subsequent
transaction by way of amalgamation, which is expected to be approved at a shareholders’ meeting on April 7, 2005.

The net assets acquired are approximately $11 million. The excess purchase price over the net assets acquired
has been allocated to goodwill until we complete the purchase price allocation, which is expected within 12 months of
the acquisition date.

Issuance of Series M-18 Debentures

On February 11, 2005, Bell Canada issued $700 million in Series M-18 Medium Term Note Debentures having a
maturity date of February 15, 2017 and a fixed interest rate of 5.00% . Following the issuance, Bell Canada swapped
the fixed interest rate to a floating rate. The net proceeds from the issuance of the debentures will be used to repay

maturing short-term debt and for general corporate purposes.
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Board of Directors as at march 2, 2005

André Bérard, O.C. Donna Soble Kaufman Judith Maxwell, C.M. Robert C. Pozen
Montréal, Québec Toronto, Ontario Ottawa, Ontario Boston, Massachusetts



Corporate Director
Director since
January 2003

Ronald A. Brenneman
Calgary, Alberta
President and Chief
Executive Officer and a
director, Petro-Canada
Director since November
2003

Richard J. Currie, O.C.
Toronto, Ontario
Chairman of the Board,
BCE Inc. and Bell
Canada

Director since May 1995

Anthony S. Fell, O.C.
Toronto, Ontario
Chairman of the Board,
RBC Dominion Securities
Ltd.

Director since January
2002

Lawyer and Corporate
Director
Director since June 1998

Thomas E. Kierans, O.C.
Toronto, Ontario

Chair, CSI Global
Education Inc.

Director since April 1999

Brian M. Levitt
Montréal, Québec
Co-Chair, Osler,

Hoskin & Harcourt LLP
Director since May 1998

The Honourable

Edward C. Lumley, P.C.
South Lancaster, Ontario
Vice-Chairman,

BMO Nesbitt Burns Inc.
Director since January
2003

President, Canadian Policy
Research Networks Inc.
Director since January
2000

John H. McArthur
Wayland, Massachusetts
Senior Advisor to the
President,

The World Bank Group
Director since May 1995

Thomas C. O'Neill, F.C.A.
Don Mills, Ontario
Chartered Accountant
and Corporate Director
Director since January
2003

James A. Pattison, O.C.,
0.B.C.

Vancouver, British
Columbia

Chairman and Chief
Executive Officer,

The Jim Pattison Group
Director since February
2005

Chairman of the Board,
MFS Investment
Management

Director since February
2002

Michael J. Sabia
Montréal, Québec
President and Chief
Executive Officer and a
director, BCE Inc., and
Chief Executive Officer
and a director, Bell
Canada

Director since October
2002

Paul M. Tellier, P.C., C.C.,
Q.C.

Montréal, Québec
Corporate Director
Director since April 1999

Victor L. Young, O.C.

St. John’s, Newfoundland
and Labrador

Corporate Director
Director since May 1995

Committees of the Board Members of Committees of the Board

Audit
T.C. O'Neill = Chair

A. Bérard
J. Maxwell

R.C. Pozen
V.L. Young

Corporate Governance
D. Soble Kaufman —

Chair

A.S. Fell

T.E. Kierans

The Honourable E.C.
Lumley

J.H. McArthur

Management Resources

and Compensation

R.J. Currie — Chair
R.A. Brenneman

A.S. Fell

J.H. McArthur
V.L. Young

Pension Fund
R.C. Pozen — Chair

T.E. Kierans
B.M. Levitt

P.M. Tellier



The committees of the board of directors, and their
purpose, are identified below.

The Audit Committee
The audit committee assists the board in the oversight of:

e the integrity of BCE’s financial statements and
related information

e BCE’s compliance with applicable legal and
regulatory requirements

e the independence, qualifications and appointment
of the external auditor

o the performance of the internal and external
auditors

¢ management responsibility for reporting on
internal control.

The Corporate Governance Committee
The CGC assists the board in:

e developing and implementing our corporate
governance guidelines

e identifying individuals qualified to become
directors

o determining the composition of the board and its
committees

e determining the directors’ remuneration for board
and committee service

e monitoring the process to assess board and
committee effectiveness.
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The Management Resources and
Compensation Committee
The MRCC assists the board in the oversight of the:

e compensation

e nomination

e evaluation

e succession of officers and other management
personnel.

The MRCC also assists the board in the oversight of
BCE’s health and safety policies and practices.

The Pension Fund Committee
The PFC assists the board in the oversight of:

e the administration, funding and investment of our
pension plans and fund

e the unitized pooled fund sponsored by BCE for
the collective investment of the fund and the
master fund in which certain of BCE’s
subsidiaries’ pension funds invest.

Executives as at march 2, 2005

Michael J. Sabia
President and Chief
Executive Officer

Isabelle Courville
President — Enterprise,
Bell Canada

William D. Anderson
President — BCE
Ventures

Peter Daniel
Executive Vice-President
— Communications and

Corporate Marketing
Pierre J. Blouin

Group President — Ivan Fecan

Consumer Markets, President and Chief

Bell Canada Executive Officer —
Bell Globemedia

Laurier (Larry) J. Boisvert
President and Chief
Executive Officer —
Telesat Canada

Lawson A.W. Hunter
Executive Vice-President

Robert Odendaal

Chief Executive Officer —
Bell Mobility and Video
Services, Bell Canada

Mark R. Bruneau
Executive Vice-President
and Chief Strategy
Officer

Patricia A. Olah
Corporate Secretary

Martine Turcotte
Chief Legal Officer

Patrick Pichette
President — Operations,
Bell Canada

Siim A. Vanaselja
Chief Financial Officer

Stephen G. Wetmore
Group President — National
Markets, Bell Canada

Eugene Roman
Group President —
Systems and

Technology, Bell Canaoa Mahes S. Wickramasinghe

Senior Vice-President —
Audit and Risk
Management

Karen H. Sheriff
President — Small and
Medium

Business, Bell Canada



123 Bell Canada Enterprises 2004 Annual Report

2005 Shareholder Meeting

The shareholder meeting will take place
at 9:30 a.m. (Eastern time), Wednesday,
May 25, 2005, at the Metro Toronto
Convention Centre, 222 Bremner Blvd.,
Toronto, Ontario.

The meeting will also be webcast live
on our website, www.bce.ca.

We offer various ways to vote your
shares. For more details, consult your
proxy circular or visit our website.

2005 Quarterly Earnings
Release Dates

First quarter
Second quarter
Third quarter
Fourth quarter

May 4, 2005
August 3, 2005
November 2, 2005
February 1, 2006

Quarterly and annual reports as well as
other corporate documents can be found
on our website. If you wish to be notified
electronically when documents are
posted, register online at www.bce.ca for
our service “News Alerts.” Corporate
documents can also be requested from
the Investor Relations group.

Share Facts

Symbol
BCE

Listings
Toronto (TSX), New York (NYSE) and
Zurich (SWX) stock exchanges

Common Shares Outstanding
925,935,682 as at December 31, 2004

Stock Splits
Three-for-one on April 26, 1979 and two-
for-one on May 15, 1997

Quarterly Dividend”
$0.33 per common share

2005 Dividend Schedule”

Record Date Payment Date
March 15, 2005 April 15, 2005
June 15, 2005 July 15, 2005

September 15, 2005 October 15, 2005
December 15, 2005 January 15, 2006

Tax Information

Dividends and Capital Gains on Your
BCE Shares

BCE common shareholders are required
to pay tax on dividends as well as any
capital gains they realize when they sell
their shares or are deemed to have sold
them. If you received Nortel Networks
common shares in May 2000, you
should contact the Investor Relations
group to learn more on the tax
implications of the BCE/Nortel Plan of
Arrangement or visit www.bce.ca.

Foreign Investors

Dividends on BCE shares paid or
credited to nonresidents of Canada are
subject to a 25% withholding tax unless
reduced by treaty. Under current tax
treaties, U.S. and U.K. residents are
subject to a 15% withholding tax.

U.S. Investors

BCE is required to solicit taxpayer identi-
fication numbers (TIN) and Internal
Revenue Service (IRS) Form W-9
certifications of residency from certain
U.S. investors. Where these have not
been received, BCE may be required to
deduct the IRS’ specified backup
withholding tax. The backup withholding
rate on dividends is currently 28%.
Shareholders who did not provide their
TIN and W-9 certification of residency
and had the backup withholding tax
applied on their dividends can obtain a
refund or credit against their U.S. federal
income tax through the filing of their
income tax return the following year.

Under the Jobs and Growth Tax
Reconciliation Act of 2003, dividends
paid to U.S. individuals by most U.S.
public companies and qualifying foreign
corporations, including public Canadian
companies such as BCE whose shares
are readily tradable on a U.S. stock
exchange (e.g., the New York Stock
Exchange), will be subject to U.S.
federal income tax at a maximum rate of
15% (or 5% for those in the lowest tax
brackets), so long as certain conditions
are met.

For additional information, please
contact your tax advisor.

Shareholder Services

Dividend Reinvestment and
Stock Purchase Plan

This plan provides a
convenient method for
eligible holders of BCE
common shares to reinvest
their dividends and make
optional cash contributions to
purchase additional common
shares without brokerage
costs.

Dividend Direct Deposit
Service

Avoid postal delays and trips
to the bank by joining the
dividend direct deposit
service.

E-delivery Service

Enrol in our e-delivery
service to receive the proxy
material, the annual report
and/or quarterly documents
by e-mail.

Duplicate Mailings

Help us control costs and
eliminate duplicate mailings
by consolidating your
accounts.

For more details on any of
these services, registered
shareholders (holders of
share certificates) must
contact the transfer agent.
Non-registered shareholders
must contact their brokers.

Contact Information
Transfer Agent and Registrar

For information on
shareholder services or any
other inquiries regarding
your account (including stock
transfer, address change,
lost certificates and tax
forms), contact:

Computershare Trust
Company of Canada

9th Floor, 100 University
Avenue Toronto, Ontario
M5J 2Y1



e-mail bce@computershare.com
tel  (514)982-7555 or

1800 561-0934

(toll free in Canada and the
us.)
fax (416) 263-9394 or

1888 453-0330

(toll free in Canada and the
u.s.)

or visit their website at
www.computershare.com

BCE Inc.

Investor Relations

1000, rue de La Gauchetiére
Ouest, Bureau 3700
Montréal (Québec) H3B 4Y7

e-mail investor.relations@bce.ca
tel 1800 339-6353
fax  (514) 786-3970
or visit the Investors section
on our website at www.bce.ca

. Subject to approval by the Board of Directors
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Exhibit 99.2

CONSENT OF INDEPENDENT REGISTERED CHARTERED ACCOUNTANTS

We consent to the use in this annual report of BCE Inc. on Form 40-F of our comments by auditors for U.S. readers on Canada-U.S. reporting
differences and auditors’ report both dated March 2, 2005 on the consolidated balance sheets of BCE Inc. as at December 31, 2004 and 2003,
and the consolidated statements of operations, deficit and cash flows for each of the years in the three-year period ended December 31, 2004
which appear in this annual report of BCE Inc. on Form 40-F for the year ended December 31, 2004.

We also consent to the incorporation by reference in Registration Statements No. 333-12130 on Form F-3 and No. 333-12780, 333-12802 and

333-12804 on Form S-8 of BCE Inc. of our comments by auditors for U.S. readers on Canada-U.S. reporting differences and auditors’ report
both dated March 2, 2005 appearing in the annual report on Form 40-F of BCE Inc. for the year ended December 31, 2004.

(signed) Deloitte & Touche LLP

Deloitte & Touche LLP

Montreal, Canada
March 11, 2005




Exhibit 99.31
CERTIFICATION

1, Michael J. Sabia, President and Chief Executive Officer of BCE Inc., certify that:

1. | have reviewed this annual report on Form 40-F of BCE Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary
to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the issuer as of, and for, the periods presented in this report;

4. The issuer’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the issuer and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the issuer, including its consolidated subsidiaries, is made known
to us by others within those entities, particularly during the period in which this report is being prepared;

b) [Reserved]

c) Evaluated the effectiveness of the issuer’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

d) Disclosed in this report any change in the issuer’s internal control over financial reporting that occurred during the period
covered by the annual report that has materially affected, or is reasonably likely to materially affect, the issuer’s internal control
over financial reporting; and

5. The issuer’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the issuer's auditors and the audit committee of the issuer’s board of directors (or persons performing the equivalent
functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the issuer’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the issuer’s
internal control over financial reporting.

March 11, 2005

(signed) Michael J. Sabia

Michael J. Sabia
President and Chief Executive Officer
BCE Inc.

Exhibit 99.31

CERTIFICATION



I, Siim A. Vanaselja, Chief Financial Officer of BCE Inc., certify that:

1.

| have reviewed this annual report on Form 40-F of BCE Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary
to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to
the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the issuer as of, and for, the periods presented in this report;

The issuer’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the issuer and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the issuer, including its consolidated subsidiaries, is made known
to us by others within those entities, particularly during the period in which this report is being prepared;

b) [Reserved]

c) Evaluated the effectiveness of the issuer’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

d) Disclosed in this report any change in the issuer’s internal control over financial reporting that occurred during the period
covered by the annual report that has materially affected, or is reasonably likely to materially affect, the issuer’s internal control
over financial reporting; and

The issuer’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the issuer’s auditors and the audit committee of the issuer’s board of directors (or persons performing the equivalent
functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the issuer’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the issuer’s
internal control over financial reporting.

March 11, 2005

(signed) Siim A. Vanaselja

Siim A. Vanaselja
Chief Financial Officer
BCE Inc.




Exhibit 99.32

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT
TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, each of the undersigned officers
of BCE Inc. (the “Company”), does hereby certify, to such officer’'s knowledge, that:

the annual report on Form 40-F for the year ended December 31, 2004 of the Company fully complies with the requirements of Section 13(a)

or 15(d) of the Securities Exchange Act of 1934 and the information contained in the Form 40-F fairly presents, in all material respects, the
financial condition and results of operations of the Company.

Dated: March 11, 2005 (signed) Michael J. Sabia

Michael J. Sabia
President and Chief Executive Officer
BCE Inc.

Dated: March 11, 2005 (signed) Siim A. Vanaselja

Siim A. Vanaselja
Chief Financial Officer
BCE Inc.




Exhibit 99.3

COMMENTS BY AUDITORS FOR U.S. READERS
ON CANADA-U.S. REPORTING DIFFERENCES

In the United States, reporting standards for auditors require the addition of an explanatory paragraph (following the opinion paragraph) when
there are changes in accounting principles that have a material effect on the comparability of the financial statements, such as the changes
described in Note 1 to BCE Inc.’s consolidated financial statements or when there is a retroactive restatement such as described in Note 1. Our
report to the shareholders dated March 2, 2005 is expressed in accordance with Canadian reporting standards, which do not require a reference
to such changes in accounting principles in the auditors’ report when the changes are properly accounted for and adequately disclosed in the
financial statements.

BCE Inc. is not required to have, nor were we engaged to perform, an audit of its internal control over financial reporting. Our audit included
consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of BCE Inc.’s internal control over financial reporting. Accordingly we express
no such opinion.

(signed) Deloitte & Touche LLP

Deloitte & Touche LLP

Montreal, Canada
March 2, 2005




