





acquire new customers increasingly depends on our ability to win customers away from our competitors. However, as customers increasingly choose to bundle services, it
also adversely affects our ability to acquire customers from our competitors.

Regional electrical utilities continue to develop and market services that compete directly with Bell's Internet access services. Developments in wireless broadband
services may also lead to increased competition in certain geographic areas. This could have an adverse effect on the financial performance of our Internet access services
business.

In the high-speed Internet access services market, we compete with large cable companies, such as: Rogers Cable, in Ontario, New Brunswick, Nova Scotia and Prince
Edward Island; Vidéotron, in Québec; Cogeco Cable, in Ontario and Québec; Eastlink, in New Brunswick, Nova Scotia and Prince Edward Island; and Persona
Communications Inc., which was acquired by Eastlink in 2007, in all provinces except New Brunswick, Nova Scotia and Prince Edward Island.

In the dial-up market, we compete with America Online, Inc., Primus and approximately 200 ISPs.
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Video

Competition for subscribers is based on the number and kinds of channels offered, quality of the signal, STB features, availability of service in the region, price and customer
service. Bell TV competes directly with Star Choice Television Network Inc., another DTH satellite television provider, and with cable companies across Canada. Most of
these cable companies continue to upgrade their networks, operational systems and services, which will improve their competitiveness. This could negatively affect our
financial performance.

Bell Canada holds broadcasting distribution licences for major centres in Ontario and Québec to offer video services on a wireline basis. Bell Canada and Bell TV offer
video services through DTH satellite, VDSL and hybrid fibre coaxial cable. Bell Canada is also currently offering IP television services on a limited basis.

Bell TV continues to face competition from unregulated U.S. DTH satellite television services that are sold illegally in Canada. In response, we are participating in legal
actions that are challenging the sale of U.S. DTH satellite television equipment in Canada. This competition and the outcome of the related legal actions could have an
adverse effect on the business and results of operations of Bell TV. Bell TV’s and Bell Canada’s competitors also include Canadian cable companies, such as: Rogers Cable,
in Ontario, New Brunswick and Newfoundland; Vidéotron, in Québec: Cogeco Cable, in Ontario and Québec; Shaw, in British Columbia, Alberta, Saskatchewan, Manitoba
and northwestern Ontario; Eastlink, in New Brunswick, Nova Scotia and Prince Edward Island and Persona Communications Inc., in all provinces except New Brunswick,
Nova Scotia and Prince Edward Island. In addition to these traditional video competitors, certain traditional telephone companies have recently launched or are contemplating
the launch of IP television services that would compete with Bell TV in certain markets.

In addition to the licenced broadcast distribution undertakings noted above, new unregulated video services and offerings available over high-speed Internet connections
are beginning to compete with traditional television services. The continued growth of these services could negatively affect the financial performance of Bell TV and
Bell Canada.

Wholesale

The main competitors in our wholesale business include both traditional carriers and emerging carriers. Traditional competitors include Allstream and TELUS, both of which
may wholesale some or all of the same products and services as Bell Canada. Non-traditional competitors include electrical utility-based telecommunications providers, cable
operators, domestic CLECs and U.S.-based carriers for certain services. Despite intense competitive pressure, our new products and unregulated services markets continue
to grow. However, growth of end-user technologies such as VolP is continuing to increase pressure on some legacy product lines.

OUR REGULATORY ENVIRONMENT

This section describes the legislation that governs our businesses, and provides highlights of recent regulatory initiatives and proceedings and government consultations that
affect us. Bell Canada, Bell Aliant and several of Bell Canada’s direct and indirect subsidiaries and significantly influenced companies, including NorthernTel, Limited
Partnership (NorthernTel), Télébec Limited Partnership (Télébec), Northwestel, Bell Mobility and Bell TV, are governed by the Telecommunications Act, the Broadcasting Act,
the Radiocommunication Act and the Bell Canada Act. Our business is affected by decisions made by various regulatory agencies, including the CRTC. The CRTC, an
independent agency of the Government of Canada, is responsible for regulating Canada'’s telecommunications and broadcasting industries. Other aspects of the businesses
of these companies are regulated in various ways by federal government departments, in particular Industry Canada.

Telecommunications Act

The Telecommunications Act governs telecommunications in Canada. It defines the broad objectives of Canada’s telecommunications policy and provides the Government
of Canada 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, Bell Aliant, NorthernTel, Northwestel and Télébec.

Under the Telecommunications Act, all telecommunications common carriers must seek regulatory approval for all proposed tariffs for telecommunications services,
unless the services are exempt from regulation 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, Bell Aliant and Bell Mobility, that operate as
telecommunications common carriers:

e 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 ownership of voting shares and indirect ownership, such

as indirect ownership through BCE Inc., must be at least 66 %/3% Canadian ownership of voting shares;
e they must not otherwise be controlled by non-Canadians; and
e at least 80% of the members of their board of directors must be Canadian.

BCE Inc. monitors and periodically reports on the level of non-Canadian ownership of its common shares.
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Changes to Government’s Approach to Regulation

Pursuant to the Telecommunications Act, telecommunications services are regulated unless the CRTC decides to forbear or abstain from regulation. The CRTC may decide
not to regulate all or part of certain services or classes of telecommunications services if it determines there is enough competition to protect the interests of users. In the first
few years following the inception of the Telecommunications Act, the majority of Bell Canada’s revenues were for services subject to regulatory approval. With the
introduction of competition in Canadian telecommunications markets, rules and regulations for the incumbent telephone companies were introduced in order to facilitate the
progression of competition. In recent years, competition intensified while these detailed and prescriptive rules and regulations continued to affect our ability to compete.

However, there have recently been a number of actions and decisions by the Government of Canada and the CRTC under the Telecommunications Act which are more
reflective of the significant changes taking place in the industry and which acknowledge the vibrant state of competition in these markets.

In March 2006, the Telecommunication Policy Review Panel, comprised of experts appointed by the Minister of Industry, released a comprehensive report which called for
significant changes to Canada’s telecommunications policies and regulations. The report noted that the state of competition in Canada has progressed to the point where the
CRTC should remove most of its existing economic regulations and instead rely on market forces. In December 2006, the federal Cabinet adopted one of the
Telecommunication Policy Review Panel’'s recommendations and issued to the CRTC a policy direction (the Policy Direction) which called on the CRTC to “rely on market
forces to the maximum extent feasible” and to design regulations that “interfere with the operation of competitive market forces to the minimum extent necessary”.

On April 4, 2007, consistent with the Policy Direction and with the intention of enhancing competitive rivalry, the federal Cabinet varied CRTC Telecom Decision 2006-15,
which had established a framework for the deregulation of local services offered by the incumbent telephone companies in their territories, and streamlined the criteria and
process to obtain forbearance in local service markets. The variance also improved the ability of incumbent telephone companies to compete effectively by eliminating the
winback and promotional restrictions for local exchange services in regulated and deregulated areas. Since August 2007, the CRTC has granted Bell Canada local residential
service forbearance in 218 geographic areas and local business service forbearance in 59 geographic areas, representing over 90% and 80% of Bell Canada’s residential



and business access lines, respectively, in Ontario and Québec. Since July 2007, the CRTC has granted Bell Aliant local residential service forbearance in 157 geographic
areas and local business service forbearance in 41 geographic areas in its territory.

Bell Canada was granted forbearance for its High-Speed Metro service in Montréal, Ottawa and Toronto and for its high-speed digital NAS in 31 wire centres, and the
CRTC also granted forbearance for the provision of dark fibre, allowing for greater flexibility with respect to the terms and conditions under which these business services are
offered.

On April 30, 2007, the CRTC issued Telecom Decision 2007-27, in which it established the rules that govern the prices Bell Canada and other incumbent telephone
companies charge for residential and business local services that remain subject to regulation, granting them more pricing flexibility in order to meet individual customer
needs. Furthermore, since the issuance of the Policy Direction, the CRTC has eliminated the retail high-speed Internet winback rule and the tariff requirement for services
provided on a market trial basis; relaxed its bundling rules; streamlined its approval process for retail tariff filings and service withdrawal; and significantly reduced the retail
quality of service reporting requirements and eliminated the rate adjustment plan associated with below standard results.

The CRTC has initiated further proceedings to examine its regulatory measures in light of the Policy Direction.

Although recent regulatory developments have given Bell Canada and Bell Aliant more flexibility to compete, there is a risk that future CRTC decisions relating to
regulated services, in particular the terms under which competitors obtain access to incumbent telephone companies’ facilities, may have a negative effect on our business
and financial results.

Key Telecommunications Issues

This section describes key regulatory issues which are being addressed, or have been addressed in past years, that influence or have influenced our business and may
continue to affect our flexibility to compete in the marketplace.

COMMITMENT UNDER THE CRTC DEFERRAL ACCOUNT MECHANISM

Bell Canada’s accumulated deferral account commitment at December 31, 2006 was estimated at $479 million, which was increased to $488 million as a result of further
CRTC decisions during 2007. The clearing of the deferral account is subject to CRTC approval.

On February 16, 2006, the CRTC issued Telecom Decision 2006-9, in which it determined the ways in which incumbent telephone companies should clear the
accumulated balances in their deferral accounts. On September 1, 2006, Bell Canada and Bell Aliant filed their proposals for clearing the accumulated balances in their
deferral accounts, proposing to improve access to communications for persons with disabilities and to extend broadband access to 264 communities across Ontario and
Québec where it would not otherwise be made available on a commercial basis.

On December 28, 2007 the CRTC approved the use of $37 million of deferral account funds to expand broadband service to 16 communities proposed by Bell Canada.

In 2008, the CRTC issued Telecom Decisions 2008-1 and 2008-21, approving the use of deferral account funds to extend broadband service to an additional 86
communities in Ontario and Québec. Since this broadband expansion is uneconomic, the assets are impaired and, as such, we have accrued $236 million in restructuring
and other to reflect the cost of
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this expansion to the additional communities. In total, we have accrued $273 million in other long-term liabilities for the approved 102 communities. The CRTC also indicated
that 22 additional communities are still subject to further review. In Decision 2008-1, the CRTC approved Bell Canada’s proposed initiatives to improve access to
telecommunications services for persons with disabilities, amounting to $24 million. Finally, the CRTC directed Bell Canada to rebate any balance remaining in its deferral
account to residential subscribers in urban, non-high-cost serving areas within the Ontario and Québec portions of the serving areas of Bell Canada and Bell Aliant, and to file
proposals to rebate such funds.

Bell Canada’s accumulated deferral account commitment at December 31, 2008 was estimated to be $152 million. This estimate takes into account the estimated deferral
account drawdown associated with the CRTC-approved broadband expansion program and the initiatives associated with improving access to communications services for
persons with disabilities. The annualized recurring amount in Bell Canada’s deferral account is estimated at $16.3 million. On October 30, 2008, the CRTC issued Telecom
Order 2008-305 directing Bell Canada and Bell Aliant to implement rate reductions effective December 1, 2008 for stand-alone local residential telephone access services in
certain portions of their Ontario and Québec serving areas to clear Bell Canada’s annualized recurring amount. On December 1, 2008, Bell Canada filed an application to
review and vary Telecom Order 2008-305, arguing that its obligation is limited to $11.7 million. A CRTC determination on the amount and timing of deferral account-related
rate reductions is expected in the first half of 2009. As of December 31, 2008, Bell Aliant does not have an accumulated deferral account balance or an estimated future
annualized commitment.

The issues of rebates and broadband expansion using deferral account funds were before the Federal Court of Appeal in connection with two separate appeals launched
by Bell Canada and by certain consumer groups. Bell Canada had appealed the legality of the CRTC's jurisdiction to order retroactive rebates while the consumer groups had
appealed the decision to permit the use of deferral account funds to expand the availability of broadband services.

By order of the Federal Court of Appeal, Telecom Decision 2006-9 was stayed, effectively suspending the disposition of deferral account funds, except for funds for the
improvement of accessibility to communications services for persons with disabilities.

In March 2008, the Federal Court of Appeal dismissed both Bell Canada’s and the consumer groups’ appeals. In May 2008, Bell Canada and TELUS filed applications
seeking leave from the Supreme Court of Canada to appeal the Federal Court of Appeal’s decision regarding rebates. Also in May 2008, the consumer groups filed a leave to
appeal application with the Supreme Court of Canada related to the Federal Court of Appeal’s decision to permit the use of deferral account funds for broadband expansion.

On September 25, 2008, the Supreme Court of Canada approved the leave to appeal applications filed by each of Bell Canada, the consumer groups and TELUS. The
Supreme Court also approved the extension of the stay of Telecom Decision 2006-9, as it relates to the use of deferral account funds for broadband expansion and rebates,
until it issues its final decision on the appeals that it has agreed to hear. The appeals are scheduled to be heard on March 26, 2009.

Due to the nature and number of uncertainties which remain concerning the disposition of funds remaining in Bell Canada’s deferral account, we are unable to estimate
the impact of Telecom Decision 2008-1 and outstanding proceedings on our financial results at this time.

REVIEW OF REGULATORY FRAMEWORK FOR WHOLESALE SERVICES

As required by the federal Cabinet’s Policy Direction, on November 9, 2006, the CRTC released Telecom Public Notice 2006-14, in which it initiated a comprehensive review
of the regulatory framework which requires incumbent telephone companies to provide wholesale access to certain telecommunications services to competitors. As part of
this review, the CRTC examined the appropriate definition of essential services and the pricing principles for such services. In addition, the regulatory treatment for non-
essential services was also examined.

On March 3, 2008, the CRTC issued Telecom Decision 2008-17, in which it redefined essential services, assigned individual wholesale services to six separate
categories, set out the pricing rules for each and established transition periods leading to forbearance for some.

In a series of applications filed on May 15, 2008, Bell Canada, Bell Aliant, Télébec and Saskatchewan Telecommunications requested that the CRTC review and vary
certain portions of Telecom Decision 2008-17. The applicants requested that the CRTC eliminate the requirement for the establishment of a new wholesale asymmetric digital
subscriber line (ADSL) access service; reclassify their billing and collection services; modify the pricing treatment for certain services; and allow for off-tariff negotiated
agreements for specific categories of wholesale services. The applicants also filed on May 15, 2008 a proposed forbearance framework for all new non-essential wholesale
services, except those non-essential services that the CRTC determines are public good or interconnection services. On May 21, 2008, MTS Allstream Inc. requested that the
CRTC review and vary certain portions of Telecom Decision 2008-17 related to the classification of wholesale DSL and Ethernet services. On June 19, 2008, Cybersurf Corp.
filed an application requesting that the CRTC require incumbent telephone companies to provide wholesale DSL services at speeds equivalent to all of their retail wireline
Internet offerings or determine the conditions under which these services should be made available to competitors. On August 27, 2008, Bell Canada and Bell Aliant filed an
application seeking forbearance of Wholesale Local Service and Features.

On December 11, 2008, the CRTC issued four wholesale services decisions. The CRTC denied the Bell Canada, Bell Aliant, Télébec and Saskatchewan
Telecommunications application to reclassify their billing and collection services and the
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applicants’ request for a forbearance framework for all new non-essential wholesale services. The CRTC also denied MTS Allstream Inc.’s application to reclassify Ethernet
services and in Telecom Decision 2008-117 approved in part Cybersurf Corp.’s DSL application, requiring incumbent telephone companies to provide wholesale DSL
services at speeds equivalent to their retail wireline Internet offerings where there is demand by a competitor. We submitted that this requirement was limited to services
provided entirely over copper-based facilities and that it did not apply to the services provided over our FTTN network. On January 13, 2009, Cybersurf Corp. filed an
application seeking an order requiring incumbent telephone companies to provide wholesale DSL speeds equivalent to all of their retail wireline Internet offerings, including
those services with a fibre component. On March 3, 2009, the CRTC issued Telecom Order 2009-111 in which it ruled that the requirement applies to all retail wireline



Internet services provided over a path which includes copper facilities. This means the requirement applies to our FTTN network. On March 11, 2009, Bell Canada and
Bell Aliant filed a petition with the Governor in Council requesting the rescission of Telecom Order 2009-111 and the variation of Telecom Decision 2008-117.

On January 19, 2009, the CRTC accepted the Bell Canada, Bell Aliant, Télébec and Saskatchewan Telecommunications proposal to allow for off-tariff negotiated
agreements for conditional essential and conditional mandated non-essential wholesale services. On January 26, 2009, the CRTC issued Telecom Regulatory Policy 2009-
34, in which it approved the Bell Canada, Bell Aliant, Télébec and Saskatchewan Telecommunications application to eliminate the requirement for the establishment of a new
wholesale ADSL access service. The CRTC also denied MTS Allstream Inc.’s application to reclassify wholesale DSL services and initiated a proceeding to consider issues
regarding the appropriate configuration, classification, and feasibility of an unbundled ADSL access service for use by competitors. On February 16, 2009, the CRTC denied
the Bell Canada and Bell Aliant application seeking forbearance of Wholesale Local Service and Features. On February 23, 2009, Bell Canada and Bell Aliant filed
applications with the CRTC to withdraw their Wholesale Local Service and Features services, proposing to no longer offer the services to new wholesale customers, while
allowing existing customers to continue with the services in accordance with their approved tariffs.

CANADIAN ASSOCIATION OF INTERNET PROVIDERS (CAIP) PART VII APPLICATION

Internet usage on our network continues to increase significantly primarily due to the popularity of peer-to-peer and video streaming applications, resulting in capacity
pressures during peak usage periods. As a result, in the fall of 2007, in an effort to improve the general customer experience, Bell Canada began to apply network
management controls (traffic shaping) on the peer-to-peer applications of its retail customers during peak usage periods. Bell Canada slows down, but does not block, peer-
to-peer applications which relieves congestion on the network and allows other applications such as email, website browsing and video streaming to move faster. In

March 2008, Bell Canada expanded these activities to its wholesale ISP customers that purchase its gateway access service (GAS), a mandated wholesale DSL product that
Bell Canada provides to these customers on terms and conditions set by the CRTC. The GAS service runs on the same network as the retail Internet service, and is now
subject to the same network management activities. On April 3, 2008, CAIP filed an application with the CRTC seeking an interim order that Bell Canada be directed to stop
traffic management of its GAS service immediately while the CRTC examines the issue. It also sought a permanent order preventing Bell Canada from carrying out traffic
management of its GAS services in the future. On May 14, 2008, the CRTC denied CAIP’s request for an interim order directing Bell Canada to stop traffic management of its
GAS service immediately because CAIP had not demonstrated that its members would suffer irreparable harm if the order was not granted. On November 20, 2008, the
CRTC issued Telecom Decision 2008-108 in which it denied CAIP’s application.

REVIEW OF THE INTERNET TRAFFIC MANAGEMENT PRACTICES OF ISPS

On November 20, 2008, the CRTC issued Telecom Public Notice 2008-19 where it initiated a proceeding to consider Internet traffic management practices for retail and
wholesale Internet services. The CRTC is seeking comments with supporting rationale on the changes in bandwidth consumption that can lead to network congestion,
technical or business model Internet traffic management practices that are currently available or may be developed in the future, and the impact of these practices on end-
users. In addition, the CRTC will examine the appropriateness of implementing regulatory measures in relation to Internet traffic management by ISPs. Comments were due
on February 23, 2009, and a public hearing is scheduled to commence on July 6, 2009. A decision from the CRTC imposing restrictions on Bell Canada’s network
management activities could have a negative effect on our business and financial results.

CRTC CONSULTATION ON THE ACCESSIBILITY OF TELECOMMUNICATIONS AND BROADCASTING SERVICES

On June 10, 2008, the CRTC issued Broadcasting Notice of Public Hearing 2008-8 and Telecom Public Notice 2008-8 where it initiated a proceeding to address issues
related to the accessibility of telecommunications and broadcasting services to persons with disabilities. The CRTC sought comments on how it can improve, where
appropriate, its existing initiatives and comments, with supporting rationale, on proposals for otherwise improving the accessibility of telecommunications and broadcasting
services, including those provided via the Internet and to mobile devices. Comments were filed on July 24, 2008 and a public hearing concluded on November 26, 2008. A
decision from the CRTC imposing additional obligations on telecommunications service providers and broadcasting undertakings could have a negative effect on our
business and financial results.
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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; and
e encourage the development of Canadian expression.

Most broadcasting activities require a broadcasting licence or broadcasting distribution licence from the CRTC. The CRTC may 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. 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;

e it must not otherwise be controlled by non-Canadians;
e at least 80% of the board of directors, as well as the CEO, must be Canadian; and

e at least 66 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 licencee has fewer than 80% Canadian directors on its board of directors, a hon-Canadian CEO or less than 80% Canadian
ownership, the parent corporation must demonstrate to the CRTC that it or its directors do not have control or influence over any of the broadcasting licencee’s programming
decisions. Corporations must have the CRTC's approval before they can transfer effective control of a broadcasting licencee. The CRTC may impose certain requirements,
including the payment of certain benefits, as a condition of the transfer.

Bell Canada holds broadcasting distribution licences, for major centres in Ontario and Québec, to offer video on a wire-line basis. In addition, Bell TV, Bell Aliant,
Northwestel and Cablevision du Nord du Québec Inc., a Télébec subsidiary, have broadcasting distribution licences that allow them to offer services. Bell TV is permitted to
offer services nationally. Bell Aliant is permitted to offer services in Newfoundland and Labrador, Nova Scotia and New Brunswick. 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.

Bell TV

Bell TV is subject to programming and carriage requirements under CRTC regulations. Changes to the regulations that govern broadcasting could negatively affect Bell TV's
competitive position or the cost of providing its services. Bell TV's DTH satellite television distribution undertaking licence was renewed in March 2004 and expires on
August 31, 2010. While we expect this licence will be renewed at term, there is no assurance that this will happen.

In July 2007, the CRTC initiated a public process intended to review the regulatory frameworks for broadcasting distribution undertakings and discretionary programming
services. On October 30, 2008, the CRTC issued Broadcasting Public Notice 2008-100 in which it established its regulatory frameworks for broadcast distribution
undertakings and discretionary programming services, and set out its policies related to signal carriage and distant signals. The majority of the CRTC’s determinations are to
be implemented on August 31, 2011 and in certain respects will provide Bell TV a measure of added flexibility in service packaging.

The CRTC rejected the over-the-air broadcasters’ fee-for-carriage proposal, which would have required cable and satellite operators to pay for the right to carry local
signals. However, the CRTC determined that cable and satellite operators will be required to contribute 1% of their annual revenue to a new local programming fund
administered by an independent third party chosen by the Canadian Association of Broadcasters (CAB). The new 1% contribution is in addition to the 5% of annual revenue
that cable and satellite operators currently contribute to production funds. The CRTC intends to implement this new funding mechanism by the end of 2009.

The CRTC also altered its policies regarding delivery of distant or out-of-market signals. Cable and satellite operators can continue to deliver these signals without consent
or fees within the province of origin but will require the permission of broadcasters to deliver the signals to subscribers in other provinces. The CRTC determined that
broadcasters and cable and satellite operators should negotiate the terms under which the signals will be delivered but that it will arbitrate disputes when parties are unable to
reach mutually satisfactory agreements.

The CRTC issued three follow-up consultations in which it is seeking comments on the proposed regulatory frameworks for video-on-demand undertakings and the sale of
commercial advertising in the local availabilities of non-Canadian services, as well as comments on proposed conditions of licence for competitive mainstream sports and
national news specialty services.

On April 28, 2008, the Federal Court of Appeal overturned the December 2006 judgment of the Federal Court of Canada, which had ruled that Part Il Licence Fees, levied
by the CRTC under the Broadcasting Act to recover Industry Canada costs associated with broadcasting spectrum management and paid by broadcasters and broadcast



distributors, were an illegal tax. The Federal Court of Appeal judgment essentially declared the portion of the Broadcasting Licence Fee Regulations that deal with Part II
Fees to be valid and operational. The Federal Court of Canada’s decision had been appealed by the Government of Canada, which contested the declaration that Part 11
Licence Fees were an illegal tax, and by the CAB which challenged the finding that their members were not entitled to recovery of fees paid to date. Vidéotron and the CAB
filed applications for leave to appeal the decision of the Federal Court of Appeal to the Supreme Court
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of Canada and leave to appeal was granted on December 18, 2008. On November 29, 2007, Bell TV initiated a civil action against the Government of Canada, claiming
reimbursement of Part Il Licence Fees paid over the last six years (the maximum period recoverable under applicable limitation periods). This suit has been stayed on
consent pending a decision of the Supreme Court of Canada on the CAB and Vidéotron appeals. The fees in question represent each year 1.365% of Bell TV's annual
revenue.

CRTC Consultation on Canadian Broadcasting in New Media

On October 15, 2008, the CRTC issued Broadcasting Notice of Public Hearing 2008-11 where it initiated a proceeding to consider issues pertaining to Canadian broadcasting
in new media. The CRTC considers broadcasting in new media to be the distribution of audio or video content over new technologies such as the Internet or mobile devices.
In 1999, the CRTC had exempted broadcasting delivered or accessed over the Internet from regulation due to its limited impact on traditional radio and television and its
finding that regulation was not necessary to achieve the objectives of the Broadcasting Act. More recently, it had similarly exempted broadcasting over mobile devices.

The CRTC has asked interested parties to respond to questions and to provide comments, with rationale and supporting evidence, on the following matters:

e the definition of broadcasting in new media

e the significance of broadcasting in new media and its impact on the Canadian broadcasting system

e whether incentives or regulatory measures are necessary or desirable for the creation and promotion of Canadian broadcasting content in new media, including
consideration of the potential requirement for direct financial contribution from content aggregators, ISPs and portal operators

e if there are issues concerning access to broadcasting content in new media

e what other broadcasting or public policy objectives should be considered

e the appropriateness of exemption orders for the new media broadcasting undertakings and mobile television broadcasting undertakings.

Comments were filed on December 5, 2008 and a public hearing concluded on March 11, 2009. In their joint comments, Bell Canada and Bell Aliant recommended that the
existing regulatory exemptions of broadcasting in new media should continue. A decision from the CRTC requiring content aggregators, ISPs and/or portal operators to
subsidize Canadian new media broadcasting content could have a negative effect on our business and financial results.

Radiocommunication Act

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

e radio communication in Canada is developed and operated efficiently
e radio stations are established in an orderly manner, as well as any changes thereto.

The Minister of Industry has the discretion to:

issue and amend radio licences

set technical standards for radio equipment
establish licensing conditions

decide how radio spectrum is allocated and used.

Under the Radiocommunication Regulations, companies that are eligible for radio licences, such as Bell Canada and Bell Mobility, 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. Bell TV, Bell Canada, the CAB, and members of Canada’s broadcasting production
community continue to encourage the Government of Canada to strengthen the Radiocommunication Act in order to combat the black market in signal theft.

Spectrum Licences

Companies must have a spectrum licence to operate wireless systems in Canada. The Minister of Industry awards spectrum licences, through a variety of methods, at his or
her discretion under the Radiocommunication Act. While we anticipate that the licences under which we provide cellular and personal communications services (PCS) will be
renewed at term, there is no assurance that this will happen. In Industry Canada’s November 28, 2007 decision regarding the licensing and auction policy for the auctioning of
AWS spectrum, Industry Canada indicated that an upcoming consultation regarding the renewal process may affect the renewal of both existing cellular and PCS as well as
AWS spectrum licences. Industry Canada can revoke a company’s licence at any time if the company does not comply with the licence’s conditions. Moreover, in its AWS
decision, Industry Canada indicated that even with full compliance with the conditions of a licence, Industry Canada could withdraw a licence based on circumstances in
existence at the time of renewal. 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 negative effect on our business and financial results.

As a result of a 2003 Industry Canada decision, the cellular and PCS licences under which we provide service, 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, our cellular and PCS licences are now classified
as “spectrum licences”, that is licences issued on a geographic basis rather than on a radio-site-by-radio-site basis, with a standard 10-year licence term.
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Consultation Concerning the Renewal of Spectrum Licences

On March 28, 2008, Industry Canada initiated a consultation to consider, among other things, the renewal of the existing 24 and 38 GHz spectrum licences. These spectrum
licences, issued in 1999, were the first radio licences in Canada to be awarded through a competitive spectrum auction. Bell Canada holds a number of 24 GHz licences
which are used for fixed, or non-mobile, wireless services. While Industry Canada has indicated that it will consult generally on the issue of auctioned spectrum licence
renewal later this year, the 24 and 38 GHz licences represent the first auctioned licences to come up for renewal. A key aspect of the consultation, among others, is

Industry Canada’s proposal to apply a licence fee to the renewal term in the event that the licences are renewed. Industry Canada’s consultation contains a proposed fee and
the underlying analysis used to arrive at the proposed fee. Bell Mobility submitted comments in response to the consultation on June 19, 2008 and proposed, among other
things, that any renewal fee be restricted to the costs associated with the management of the spectrum in question.

Wireless and Radio Towers

In February 2005, Industry Canada released a report concerning its procedures for approving and placing wireless and radio towers in Canada, including the role of municipal
authorities in the approval process. Among other things, the report recommends that the authority to regulate the siting of antennae and supporting structures remain
exclusively with the Government of Canada. In June 2007, Industry Canada released its revised antenna siting and approval policy. The new policy maintains exclusive
federal jurisdiction over the authority to regulate the siting of antennae and related supporting structures in Canada. The new policy, which came into effect in January 2008,



requires additional public notification in order to erect new tower sites which may require additional community consultation. The revised policy also includes dispute
resolution guidelines and timelines which may facilitate new tower placement in some instances.

In its November 28, 2007 AWS decision, Industry Canada adopted a new policy which mandates the sharing of wireless towers and cell sites at commercial rates, where
technically feasible, and prohibits exclusive rooftop arrangements with landlords. Industry Canada also initiated a public consultation to consider specific implementation
issues and changes to the conditions of existing and AWS spectrum licences, necessitated by its new tower sharing policy. On February 29, 2008, Industry Canada issued its
conditions of licence for mandated roaming and antenna tower and site sharing and to prohibit exclusive site arrangements. On November 21, 2008, the conditions of licence
came into effect, incorporating the arbitration rules and procedures issued on the same day. As noted by Industry Canada, the revised conditions of licence are intended to
facilitate competitive entry into the Canadian wireless market and, taken collectively, are intended to result in increased competition. On February 17, 2009 Industry Canada
initiated an expedited consultation which seeks, in addition to other issues, to establish the time lines for provision of access to incumbent towers and cell sites by new
entrants. Comments were due by March 6, 2009 and Industry Canada intends to issue its process guidelines subsequent to its review of parties’ submissions. Due to the
nature and number of uncertainties that remain concerning mandated tower sharing, we are unable to estimate the potential impact of the revised conditions of licence on our
business at this time.

AWS Spectrum

As mentioned above, on November 28, 2007, Industry Canada released its decision concerning the policy and rules governing the licensing of additional mobile spectrum for
AWS in the 1.7 and 2.1 GHz bands. The licensing process also made an additional 10 MHz of PCS spectrum available in the 1.9 GHz band and 5 MHz in the 1.6 GHz band.
In total 105 MHz of spectrum, 90 MHz of which is AWS spectrum, was available to be licenced through the competitive spectrum auction, the bidding stage of which ended on
July 21, 2008. Industry Canada’s AWS decision set aside 40 MHz of the available 90 MHz of AWS spectrum for which only new entrants were able to bid. The remaining 50
MHz of AWS spectrum was open to bidding by any party including incumbent carriers and new entrants. In order to provide an expansion path for next-generation
technologies and future services, we purchased new wireless licences in the AWS spectrum auction. We acquired 20 MHz of spectrum in Ontario (including Toronto and
surrounding areas), in Canada’s Atlantic provinces, and in Northern Canada, as well as 10 MHz in Québec and in Western Canada, for a total investment of $741 million.

Industry Canada’s policies relating to the auction and to the licensing of AWS spectrum favoured the entry of new competitors into the Canadian wireless market and
resulted in several potential new competitors securing blocks of spectrum in the auction, mostly on a regional basis. To the extent that some or all of these potential new
competitors begin operations, competitive intensity in the Canadian wireless industry will likely increase, at least regionally. However, we believe that this will also be a
catalyst to drive further adoption and growth of wireless services. The number and viability of new competitors will remain unknown until they actually commence operations
or make specific announcements in relation thereto.

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. Except in the ordinary course of its business, the CRTC must also
approve the sale or other disposal of facilities integral to Bell Canada’s telecommunications activities.
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ASSUMPTIONS AND RISKS THAT COULD AFFECT OUR BUSINESS AND RESULTS

Assumptions Made in the Preparation of Forward-Looking Statements

Forward-looking statements made in BCE’s 2008 annual report, including in this MD&A, are based on a number of assumptions that we believed were reasonable on the day
we made the forward-looking statements. This section outlines certain assumptions for 2009 that we made in addition to those set out under Business Outlook and in other
sections of this MD&A. Refer to Business Outlook for more details on such assumptions including, in particular, concerning Canadian market assumptions. If our assumptions
turn out to be inaccurate, our actual results could be materially different from what we expect.

Canadian Economic Assumptions

e Canadian GDP to decrease by approximately 1%, consistent with estimates by the six major banks in Canada
e the Bank of Canada’s target overnight rate to remain fairly stable at approximately 1%
e the Consumer Price Index as estimated by Statistics Canada to decline from 2008 levels to the range of 1.0% to 1.5%.

Operational and Financial Assumptions

Operational and financial assumptions for 2009 concerning Bell (excluding Bell Aliant) include the following:

residential NAS losses to decline compared to 2008

revenue outlook was derived in the context of a worsening economy

Bell's total net benefit plans cost to increase mainly as a result of significantly lower returns on pension plan assets

Bell's employee benefit plans funding to increase mainly as a result of significantly lower returns on pension plan assets, based on a 10-year amortization of the
pension solvency deficits that arose during 2008

Bell's capital intensity targeted at levels slightly lower than 2008

e Bell to continue to invest in extending its fibre network to pass additional households in order to strengthen its competitive position against cable companies

e Bell's 100-day plan and other identified cost reduction opportunities to deliver additional annualized cost savings compared to those achieved in 2008.

Financial assumptions for 2009 concerning BCE include the following:

restructuring and other charges targeted at levels similar to 2008

depreciation and amortization expense essentially unchanged when compared to 2008

BCE's effective tax rate to decrease compared to 2008

relatively stable cash taxes given the accelerated utilization of Bell's investment tax credit carryforwards
EPS to be positively impacted by the previously announced NCIB.

Assumptions about Transactions

e BCE Inc. to repurchase up to 5% of its common shares under its previously announced NCIB
e long-term debt maturing in 2009 to be permanently repaid.

Risks that Could Affect Our Business and Results

A decline in economic growth and in retail and commercial activity and/or adverse financial conditions in the credit markets could decrease demand for our
products and services, potentially reducing profitability and threatening the ability of our customers to pay their expenses.

Our business is affected by general economic and financial conditions, consumer confidence and spending, and the demand for, and prices of, our products and services. If
there is a decline in economic growth and in retail and commercial activity, and/or if adverse financial conditions exist in the credit markets, as is currently the case with the
global credit crisis, there could be a lower demand for our products and services. During these periods, customers may delay buying our products and services, reduce
purchases or discontinue using them. Weak economic and financial conditions could lower our profitability and reduce cash flows from operations. They also could negatively
affect the financial condition and creditworthiness of our customers, which could increase uncertainty about our ability to collect receivables and potentially increase our bad
debt expenses, which could adversely affect our results of operations.

BCE's business outlook for 2009 assumes, in particular, that many of our lines of business will be resilient to the current economic downturn. However, the current
adverse economic conditions make BCE's business outlook subject to greater uncertainty and, consequently, it may not materialize. It is impossible to predict with certainty



the impact that the current economic downturn and credit crisis will have on our business and residential customers’ future purchasing patterns.
Failure to achieve our business objectives could have an adverse impact on our financial performance and growth prospects.

We continue to pursue our goal to be recognized by customers as Canada’s leading communications company through focused execution against our five strategic
imperatives.

Executing against these imperatives requires shifts in employee skills, investing capital to implement our strategies and operating priorities as well as targeted cost
reductions. If our management, processes or employees are not able to adapt to these changes or if required capital is not available on favourable terms, we may fail to
achieve our business objectives which could have an adverse effect on our business, financial performance and growth prospects.

Our strategies also require us to continue to transform our cost structure. Accordingly, we are continuing to implement several initiatives to reduce costs while containing
our capital expenditures.
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Our objectives for targeted cost reductions continue to be aggressive, and there is no assurance that we will be successful in reducing costs. Improved customer service
and an enhanced perception of Bell Canada’s service offerings by existing and potential customers are critical to increasing customer retention and ARPU and attracting new
customers.

There is a risk that customer service improvements that we may achieve will not necessarily translate into an enhanced public perception of Bell Canada’s service
offerings or the achievement of customer retention objectives. If we are unable to achieve any or all of these objectives, our business and results of operations could be
adversely affected.

We may be required to increase contributions to our employee benefit plans in the future depending on various factors including future returns on pension plan
assets, long-term interest rates and changes in pension regulations, which may have a negative effect on our liquidity and results of operations.

The funding requirements of our employee benefit plans, resulting from valuations of our plan assets and liabilities, depend on a number of factors, including actual returns on
pension plan assets, long-term interest rates, plan demographics and pension regulations. Changes in these factors could cause actual future contributions to significantly
differ from our current estimates and could require us to increase contributions to our employee benefit plans in the future and, therefore, could have a negative effect on our
liquidity and results of operations.

There is no assurance that our pension plans will be able to earn their assumed rate of return. A material portion of our pension plans’ assets is invested in public equity
securities. As a result, the ability of our pension plans to earn the rate of return that we have assumed significantly depends on the performance of capital markets. The
market conditions also impact the discount rate used to calculate our solvency obligations and thereby could also significantly affect our cash funding requirements.

In addition, our estimated funding requirements for 2009 are based on preliminary calculations and are subject to the filing of valuations with the applicable regulatory
agencies. They also assume the passing into law of the temporary funding relief proposed by the Canadian federal government in November 2008 allowing solvency deficits
that arose during 2008 to be amortized over 10 years, instead of the usual five years, subject to meeting certain criteria.

Our funding requirements for 2009 may be higher than expected if the actual modifications to the pension regulations are not adopted or if the results of our actuarial
valuations materially and negatively differ from our preliminary calculations.

We need to anticipate technological change and invest in or develop new technologies, products and services. If we are unable to launch new technologies,
products and services on atimely basis or if regulation expands to delay newer technologies, our business and results of operations may be adversely affected.

We operate in markets that are affected by constant technological change, evolving industry standards, changing client needs, frequent introductions of new products and
services and short product life cycles. Investment in new technologies, products and services and the ability to launch, on a timely basis, such technologies, products and
services are critical to increasing the number of our subscribers and achieving our financial performance objectives.

We may face additional 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 risk that current regulation could be expanded to apply to newer technologies which could
delay our launch of new services.

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 gain market acceptance. New products or services that use new or evolving technologies could reduce demand for our existing offerings or cause prices for
those services to decline. Our failure to successfully develop, implement and market new technologies, products, services or enhancements in a reasonable time could have
an adverse effect on our business and results of operations.

Our operations depend on how well we protect, maintain and replace our networks, equipment, IT systems and software.

Our operations depend on how well we protect our networks, equipment, IT systems and software, 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, vandalism and other events. Our operations also depend on the timely
replacement, maintenance and upgrade of our networks, equipment, IT systems and software. Any of these and other events could result in network failures, billing errors
and delays in customer service. Our operations also depend on our ability to protect the information stored in our data centres against theft. The theft of such information
could adversely affect our customer relationships and expose us to claims in damages by customers.

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
above, as well as strikes or other work disruptions, bankruptcies or other insolvency proceedings, technical difficulties or other events affecting the networks of these other
carriers, could also harm our business and our customer relationships.
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We depend on key third-party suppliers to provide products and services that we need to operate our business.

We depend on key third-party suppliers over which we have no operational or financial control for certain products and services that are critical to our operations. These
products and services may only be available from a limited number of suppliers.

If, at any time, suppliers cannot provide us with products or services, including, without limitation, telecommunications equipment, software and maintenance services, that
comply with evolving telecommunications standards or that are compatible with our equipment, IT systems and software, our business and results of operations could be
adversely affected. In addition, if we are unable to obtain products or services that are essential to our operations on a timely basis and at an acceptable cost, our ability to
offer our products and services and to roll out our advanced services, and the quality of our networks, may be negatively impacted, our network development and expansion
could be impeded, and our business, strategy and results of operations could be adversely affected. These suppliers may be subject to litigation with respect to technology
that we depend on for our service offerings. In addition, the business and operations of our suppliers and their ability to continue to provide us with products and services
could be adversely affected by various factors, including, without limitation, general economic and credit market conditions, the intensity of competitive activity, labour
disruptions, availability of and accessibility to capital, bankruptcy or other insolvency proceedings, and changes in technological standards.

Renegotiating collective bargaining agreements with employees could result in higher labour costs and work disruptions.

Approximately 47% of our employees are represented by unions and are covered by collective bargaining agreements. Renegotiating collective bargaining agreements could
result in higher labour costs and work disruptions, including work stoppages or work slowdowns. There can be no assurance that should a strike or work disruption occur it
would not adversely affect service to our customers. In addition, work disruptions at our service providers, including work slowdowns and work stoppages due to strikes, could
harm our business, including our customer relationships and results of operations.

The collective agreement between the CEP and Bell Canada covering 7,922 clerical and associated employees will expire on May 31, 2009.

The significant increase in broadband demand could have an adverse effect on our business and financial results.



With the rapid growth in video and other bandwidth-intensive applications on the Internet and on mobile devices, we may need to incur significant capital expenditures to
provide additional capacity on our Internet and wireless networks. We may not be able to recover these costs from customers due to competitors’ short term pricing of
comparable services. There is also a risk that our efforts to optimize network performance, in the face of increasing broadband demand, through paced FTTN roll-out, traffic
management and rate plan changes could be unsuccessful and/or generate adverse publicity potentially resulting in an increase in our subscriber churn rate beyond our
current expectations, or new regulation and thereby compromising our efforts to attract new customers. This could have an adverse effect on our business and results of
operations.

Events affecting the operations of our service providers that operate outside Canada could have an adverse effect on our service levels.

We have outsourced certain services to providers that operate outside Canada. Although we have redundancy and network monitoring systems in place, a major natural
disaster that affects the region in which our service providers operate, or other events adversely affecting the business or operations of such service providers, or our inability
to access their services, could adversely affect our service levels and our business.

If we are unable to raise the capital we need, we may need to limit our capital expenditures or our investments in new businesses, or try to raise capital by
disposing of assets.

As previously discussed under Financial and Capital Management — Liquidity, we need significant amounts of cash to implement our business plan. Our cash requirements
may be adversely affected by the risks associated with our contingencies, off-balance sheet arrangements and assumptions built into our business plan. Our ability to meet
our financial obligations and provide for planned growth depends on our having access to adequate sources of capital and on our ability to generate cash flows from
operations which is subject to general economic, market, competitive, regulatory and other risk factors described in this document, many of which are not within our control.

In general, we finance our capital needs from cash generated by our operations or investments, by borrowing from commercial banks, through debt and equity offerings in
the capital markets, or by selling or otherwise disposing of assets (including sale of accounts receivable). As for the amount of working capital available to operate our
business and our ability to achieve our working capital objectives, this could be adversely impacted by the quality of, and our level of success in collecting, accounts
receivable through the use of our employees, systems and technology.

Our ability to raise debt financing depends on our ability to access the public debt capital market and bank credit market. The cost and amount of funding depend largely
on market conditions and the outlook for our business and credit ratings at the time capital is raised. An increased level of debt borrowings could result in lower credit ratings,
increase our borrowing costs and reduce the amount of funding available to us. Business acquisitions could also adversely
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affect our credit ratings and have similar adverse consequences. In addition, participants in the public debt capital and bank credit 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.

Our ability to access the public debt capital and bank credit markets at this time may be negatively affected by the adverse conditions currently prevailing in such markets.
We have credit facilities with various financial institutions, including credit facilities supporting our commercial paper programs which mature in August 2009. While it is our
intention to renew such credit facilities, there are no assurances that these facilities will be renewed on favourable terms or in similar amounts.

If we cannot raise the capital we need to implement our business plan upon acceptable terms, we may have to limit our ongoing capital expenditures, limit our investment
in new businesses or try to raise additional capital by selling or otherwise disposing of assets. Any of these could have an adverse effect on our cash flows from operations
and on our growth prospects.

We may not be able to discontinue certain services as necessary to improve capital and operating efficiencies.

We are in the process of moving traffic on our core circuit-based infrastructure to IP technology. As part of this move, we are in the process of discontinuing certain services
that are based on circuit-based infrastructure. This is a hecessary component of improving capital and operating efficiencies. In some cases, this could be delayed or
prevented by customers or regulatory actions. If we cannot discontinue these services as planned, we will not be able to achieve the efficiencies as expected.

Regulatory initiatives or proceedings, pending or future litigation or changes in laws or regulations could have an adverse effect on our business and results of
operations.

Our business is affected by decisions made by various regulatory agencies, including the CRTC. Decisions of the CRTC may have an adverse effect on our business and
results of operations. In addition, we become involved in various claims and litigation as part of our business or transactions. Pending or future litigation, including an increase
in class action claims, could have an adverse effect on our business and results of operations.

Changes in laws or regulations or in how they are interpreted, and the adoption of new laws or regulations, could negatively affect us. These include changes in tax laws
or the adoption of new tax laws that result in higher tax rates or new taxes. They also include recent amendments to Canadian securities laws which introduced statutory civil
liability for misrepresentations in continuous disclosure.

We believe that we have adequately provided for all income and commodity taxes based on all of the information that is currently available. The calculation of income
taxes and the applicability of commaodity taxes in many cases, however, require significant judgement in interpreting tax rules and regulations. Our tax filings are subject to
government audits which could materially change the amount of current and future income tax assets and liabilities and other liabilities and could, in certain circumstances,
result in an assessment of interest and penalties.

For a description of the principal regulatory initiatives and proceedings affecting us, please see the section Our Regulatory Environment. For a description of the principal
legal proceedings involving us, please see the section Legal Proceedings contained in the BCE 2008 AlF.

Satellites used by Bell TV are subject to significant operational risks and satellites that are not yet built are subject to construction and launch delays that could
have an adverse effect on Bell TV's business and financial results.

In conjunction with the sale by BCE Inc. of its subsidiary Telesat on October 31, 2007, a set of commercial arrangements between Telesat and Bell TV were put into place
that provide Bell TV access to current and expanded satellite capacity. Pursuant to these commercial arrangements, Bell TV currently uses four satellites. Telesat operates or
directs the operation of these satellites.

Satellites utilize highly complex technology and operate in the harsh environment of space and therefore are subject to significant operational risks while in orbit. The risks
include in-orbit equipment failures, malfunctions and other kinds of problems commonly referred to as anomalies that could reduce the commercial usefulness of a satellite
used by Bell TV. Acts of war or terrorism, magnetic, electrostatic or solar storms, and space debris or micrometeoroids could also damage the satellites used by Bell TV.

Any loss, failure, manufacturing defects, damage or destruction of these satellites, of Bell TV'’s terrestrial broadcasting infrastructure, or of Telesat’s tracking, telemetry and
control facilities to operate the satellites, could have an adverse effect on Bell TV'’s business and results of operations and could result in many customers terminating their
subscription to Bell TV's DTH satellite television service.

In addition, there are certain risks related to the construction and launch of new satellites. Launch delays can result from delays in the construction of satellites and launch
vehicles, the periodic unavailability of reliable launch opportunities, possible delays in obtaining regulatory approvals and launch failures. If satellite construction schedules
are not met, a launch opportunity may not be available at the time the satellite is ready to be launched. Launch vehicles may fail resulting in significant delays in the
deployment of satellites because of the need to construct replacement satellites, which typically takes up to 30 months or longer, and to obtain another launch vehicle. Such
significant delays could adversely affect Bell TV’s ability to launch new services and reduce the competitiveness of its television services.
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The theft of our satellite television services could have an adverse effect on Bell TV's business and results of operations.

Bell TV faces a loss of revenue resulting from the theft of its services. In 2008, Bell TV introduced and completed a smart card exchange for its authorized digital receivers
that is designed to block unauthorized reception of Bell TV’s signals. However, as with any technology-based security system, it is not possible to prevent with absolute
certainty a compromise of that security system. As is the case for all other television distributors, Bell TV has experienced, and continues to experience, ongoing efforts to
steal its services by way of compromise of Bell TV's signal security systems. The theft of Bell TV’s services could have an adverse effect on Bell TV'’s business and results of
operations.



BCE Inc. is dependent on the ability of its subsidiaries to pay dividends or otherwise make distributions to it.

BCE Inc. has no material sources of income or assets of its own, other than the interests that it has in its subsidiaries, joint ventures and other companies, including its
indirect ownership of the equity of Bell Canada. BCE Inc.’s cash flow and, consequently, its ability to service its indebtedness and to pay dividends on its equity securities are
therefore dependent upon the ability of its subsidiaries, joint ventures and other companies in which it has an interest to pay dividends or otherwise make distributions to it.

BCE Inc.’s subsidiaries, joint ventures and other companies in which it has an interest are separate and distinct legal entities and have no obligation, contingent or
otherwise, to pay any dividends or make any other distributions to BCE Inc. In addition, any right of BCE Inc. to receive assets of its subsidiaries, joint ventures and other
companies in which it has an interest upon their liquidation or reorganization will be structurally subordinated to the prior claims of creditors of such subsidiaries, joint ventures
and other companies.

We cannot guarantee that BCE Inc.’s dividend policy will be maintained.

On February 10, 2009, the board of directors of BCE Inc. adopted a new common share dividend policy with a target dividend payout ratio of 65% to 75% of Adjusted EPS,
subject to the discretion of BCE Inc.’s board of directors. However, based on the prevailing economic, competitive and technological environment at any given time, our ability
to raise the capital we need and other risk factors, there can be no guarantee that BCE Inc.’s dividend policy will be maintained. Refer to the previous section entitled Our
Competitive Environment, the risks disclosed in this section relating to the need to anticipate technological change and invest in new technologies and relating to our ability to
raise capital, and, more generally, to all of the other risks disclosed in this section for more information on these risks and their potential impact on BCE's businesses,
revenues, cash flows and capital expenditures which in turn could adversely affect BCE Inc.’s ability to maintain its dividend policy.

A major decline in the market price of BCE Inc.’s securities may negatively impact our ability to raise capital, issue debt, retain employees, make strategic
acquisitions or enter into joint ventures.

Differences between BCE Inc.’s actual or anticipated financial results and the published expectations of financial analysts may contribute to volatility in BCE Inc.’s securities.
A major decline in the capital markets in general, or an adjustment in the market price or trading volumes of BCE Inc.’s securities, may negatively affect our ability to raise
capital, issue debt, retain employees, make strategic acquisitions or enter into joint ventures.

We may not receive distributions from Bell Aliant due to the uncertainty of Bell Aliant’s performance or changes to the tax treatment of trusts.

Although Bell Aliant intends, subject to approval of the trustees of Bell Aliant, to make cash distributions to its unitholders, including BCE Inc. and Bell Canada, there can be
no guarantee regarding the amounts of these cash distributions, which may fluctuate with Bell Aliant’s performance. Bell Aliant also has the discretion to establish cash
reserves for the proper conduct of its business which would reduce the amount of cash available for distributions in the year. Accordingly, we cannot provide any assurance
regarding the actual levels of distributions by Bell Aliant. The Government of Canada’s changes to the tax treatment of income trusts announced on October 31, 2006
received royal assent and were enacted into law on June 22, 2007 (the SIFT Rules). Effective in 2011, income trusts that were publicly traded before November 2006, like
Bell Aliant, will be subject to taxation at corporate tax rates and certain distributions to unitholders will be taxed like dividends received from a corporation. All else being
equal, the taxation of income trusts at corporate tax rates is likely to result in less cash being available to pay distributions by Bell Aliant. The Government of Canada
specified that while there was no intention to prevent existing income trusts from normal growth during the transitional period, any undue expansion of an existing income
trust before 2011 would make the new rules effective immediately. To qualify for the delay in applying the SIFT Rules, Bell Aliant must comply with the government’s normal
growth guidelines regarding equity capital that were issued on December 15, 2006, as amended from time to time. In particular, the equity of Bell Aliant is only permitted to
grow by a prescribed annual amount up to and including the 2010 calendar year. In December 2008, the Minister of Finance released Explanatory Notes to the

November 28, 2008 Notice of Ways and Means Motion which would revise the normal growth guidelines to accelerate the safe harbour amounts for 2009 and 2010 to make
them available immediately. This change would generally allow a trust, like Bell Aliant, to use the remaining growth room in a single year, rather than incrementally over 2009
and 2010. Because there is still uncertainty as to the interpretation of
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these guidelines and what constitutes growth in certain situations, there can be no assurance that Bell Aliant will be able to retain the benefit of the deferral of the SIFT Rules.
A reduction in distributions from Bell Aliant could have an adverse effect on our cash flows and results of operations.

Health concerns about radio frequency emissions from wireless devices, as well as epidemics and other health risks, could have an adverse effect on our
business.

It has been suggested that some radio frequency emissions from cellular phones may be linked to certain medical conditions. Interest groups have also 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. Increasing concern over the use of cellular phones and the possible related health risks is expected to put additional pressure on the wireless
communication industry to demonstrate their safe use and could lead to additional government regulation, which could have a negative effect on our business. 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. We rely on our suppliers to ensure that the network equipment and
customer equipment supplied to us meets all applicable safety requirements. Epidemics, pandemics and other health risks could also occur which could adversely affect our
ability to maintain operational networks and provide services to our customers. Any of these events could have an adverse effect on our business and results of operations.

The expected timing, completion and benefits of the HSPA overlay of our wireless network are subject to various risks and uncertainties.

On October 10, 2008, we announced a strategic initiative to overlay our existing national 3G CDMA/EVDO wireless network with a network technology known as HSPA. This
HSPA overlay is expected to be completed by early 2010. Risks and uncertainties that could adversely affect the expected timing and completion of, as well as benefits
expected to be derived from, this network overlay include: the choice of suppliers and difficulties in the completion of definitive agreements with such suppliers; supply
shortages, product defects and product liability; increased costs or difficulties related to completion of the network build or implementation of the network sharing arrangement
with TELUS Communications Company; our ability to fully realize the expected efficiencies and cost savings from the new technology and the network sharing arrangement
with TELUS Communications Company; the level of difficulty experienced in the transition of services or technology; availability of spectrum-related assets necessary to
deploy HSPA technology; events affecting the functionality of, and our ability to protect and maintain, our networks, IT systems and software; intellectual property right claims
or other litigation in respect of HSPA technology (or related network elements); and other anticipated and unanticipated costs and expenses and other risk factors relating to
us or affecting TELUS Communications Company or the selected suppliers.

The expected timing and completion of the proposed acquisition by Bell Canada of substantially all of the assets of national electronics retailer The Source by
Circuit City is subject to closing conditions and other risks and uncertainties.

The expected timing and completion of the proposed acquisition by Bell Canada of substantially all of the assets of national electronics retailer The Source by Circuit City is
subject to closing conditions and other risks and uncertainties including, without limitation, court approval, third-party consents and any required regulatory approval or expiry
of any required regulatory waiting period. Accordingly, there can be no assurance that the proposed acquisition by Bell Canada will occur, or that it will occur in accordance
with the timetable that is currently contemplated. There can also be no assurance that the strategic benefits and competitive and cost efficiencies expected to result from the
transaction will be realized.

Our business depends on the performance of and our ability to retain our senior executives.

Our business depends on the efforts, abilities and expertise of our senior executives. These individuals are important to our success because they have been instrumental in
setting our strategic direction, operating our business, identifying, recruiting and training key personnel and identifying business opportunities. The loss of one or more of
these key individuals could impair our business and development until qualified replacements are found. We cannot assure you that these individuals could quickly be
replaced with persons of equal experience and capabilities. Although we have retention plans in place and employment agreements with certain of these individuals, we
cannot prevent them from terminating their employment with us.

Risk Management Practices

BCE Inc.’s audit committee (Audit Committee) is responsible for the oversight of our risk management processes. Such processes are designed to manage, rather than
eliminate, the risk of failure to achieve our business objectives. The Audit Committee also takes into account significant social, environmental and ethical matters that relate to
our business and reviews annually our corporate social responsibility program.

We have enterprise-wide risk assessment processes which incorporate the internal control and enterprise risk management frameworks of the Committee of Sponsoring



Organizations of the Treadway Commission (COSO). Risk assessment and evaluation is an important part of the annual business planning cycle. In developing their annual
plans, BCE's business units identify and assess significant risks to the achievement of their business objectives and where necessary
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develop mitigation plans. The risk information generated is reviewed with senior management and BCE Inc.’s board of directors in evaluating the business plans for each of
the business units and the company as a whole. The Internal Audit group plans its annual activities employing a risk-based review of internal control processes in the
company. Throughout the year the Internal Audit group carries out continuing assessments of the quality of controls. On a quarterly basis the Internal Audit group reports to
the Audit Committee on the status of adherence to our internal control policies and on areas identified for specific improvement. The Internal Audit group also promotes
effective risk management in our lines of business.

The Audit Committee considers the effectiveness of the operation of our internal control procedures, reviewing reports from the Internal Audit group and BCE Inc.’s
external auditors. The Audit Committee reports its conclusions to BCE Inc.’s board of directors.

OUR ACCOUNTING POLICIES

This section discusses key estimates and assumptions that management has made and how they affect the amounts reported in the financial statements and notes. It also
describes 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. Other significant accounting policies, not involving the same level of measurement
uncertainty as those discussed in this section, are nevertheless important to an understanding of our financial statements. Estimates related to revenues, allowance for
doubtful accounts, useful lives of capital assets, asset impairments, inventory reserves, employee compensation plans, evaluation of minimum lease terms for operating
leases, and business combinations require difficult judgments on complex matters that are often subject to multiple sources of authoritative guidance. There were no
significant changes to the estimates we made in the past three years. See Note 1 to the consolidated financial statements for more information about the accounting
principles we used to prepare our financial statements.

Critical Accounting Estimates

As required under Canadian GAAP, we make estimates when we account for and report assets, liabilities, revenues and expenses, and disclose contingent assets and
liabilities in our financial statements. We are also required to regularly evaluate the estimates that we make.

We base our estimates on a number of factors, including historical experience, current events and actions that we may undertake in the future, and other assumptions that
we believe are reasonable based on information available at the time they are made. Given the inherent uncertainty involved in making estimates, actual results reported in
future periods could differ from these estimates.

We consider the estimates described in this section to be an important part of understanding our financial statements because they require management to make
assumptions about matters that are highly uncertain at the time the estimate was made and changes to these estimates could have a material impact on our financial
statements.

Our senior management has discussed the development and selection of the critical accounting estimates described in this section with the Audit Committee of our board
of directors. The Audit Committee has reviewed these critical accounting estimates.

Any sensitivity analysis included in this section should be used with caution as the changes are hypothetical and the impact of changes in each key assumption may not
be linear.

Employee Benefit Plans

We maintain defined benefit plans that provide pension and other post-employment benefits for most 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.

We perform a valuation at least every three years to determine the actuarial present value of the accrued 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, trends in healthcare costs 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 estimated average
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

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.
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We determine the appropriate discount rate at the end of every year. Our discount rate was 7.0% at December 31, 2008, an increase from 5.6% at December 31, 2007.
The following table shows the impact of a 0.5% increase and a 0.5% decrease in the discount rate on the net benefit plans cost for 2009 and the accrued benefit asset at
December 31, 2009.

IMPACT ON
ACCRUED
IMPACT ON NET BENEFIT ASSET
BENEFIT PLANS AT DECEMBER 31,
COST FOR 2009 2009
INCREASE/ INCREASE/
(DECREASE) (DECREASE)
Discount rate increased to 7.5%
Bell Wireline (40) 40
Bell Wireless 1) 1
Bell Aliant (18) 18
Total (59) 59
Discount rate decreased to 6.5%
Bell Wireline 56 (56)
Bell Wireless 1 1)
Bell Aliant 18 (18)
Total 75 (75)

Although there is no immediate impact on our balance sheet, a lower discount rate results in a higher accrued benefit obligation and a higher pension deficit.



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 7.25%

in 2008, compared to 7.5% in 2007. The following table shows the impact of a 0.5% increase and a 0.5% decrease in the expected rate of return on plan assets on the net

benefit plans cost for 2009 and the accrued benefit asset at December 31, 2009.

IMPACT ON
ACCRUED
IMPACT ON NET BENEFIT ASSET
BENEFIT PLANS AT DECEMBER 31,
COST FOR 2009 2009
INCREASE/ INCREASE/
(DECREASE) (DECREASE)
Expected rate of return increased to 7.75%
Bell Wireline (50) 50
Bell Wireless () 1
Bell Aliant (12) 12
Total (63) 63
Expected rate of return decreased to 6.75%
Bell Wireline 50 (50)
Bell Wireless 1 Q)
Bell Aliant 12 (12)
Total 63 (63)

Although there is no immediate impact on our balance sheet, poor fund performance results in a lower fair value of plan assets and a higher pension deficit. This means that
we may have to increase cash contributions to the pension fund.

Useful Lives of Property, Plant and Equipment

We review estimates of the useful lives of property, plant and equipment on a periodic basis and adjust them on a prospective basis, if necessary.

A significant proportion of our total assets consist of property, plant and equipment. Changes in technology or in our intended use of these assets, as well as changes in
business prospects or economic and industry factors may cause the estimated useful lives of these assets to change.

We perform internal studies to assess the appropriateness of depreciable lives of property, plant and equipment. These studies use models, which take into account actual
and expected future usage, physical wear and tear, replacement history, and assumptions about technology evolution, to calculate the remaining life of our assets. When
these factors indicate that assets’ useful lives are different from the original assessment, we depreciate the remaining carrying values prospectively over the adjusted
estimated useful lives.

Goodwill Impairment

We assess goodwill impairment of individual reporting units in the fourth quarter of every year and when events or changes in circumstances indicate that goodwill might be
impaired.
We assess goodwill impairment in two steps:

e we identify any potential impairment by comparing the fair value of a reporting unit to its carrying value. Fair value is based on estimates of discounted future cash
flows or other valuation methods. When the fair value of a reporting unit is less than its carrying value, fair values are determined for all of its identifiable assets and
liabilities. The excess of the fair value of the reporting unit over the total of the amounts assigned to its assets and liabilities is the fair value of goodwiill.

e an impairment charge is deducted from earnings for any excess of the carrying value of goodwill over its fair value.

We make a number of significant estimates when calculating fair value using discounted future cash flows or other valuation methods. 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 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.
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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 2008, 2007 or 2006.

Capital Asset Impairment

As a result of the major economic downturn in the fourth quarter of 2008, we tested all of our capital assets for impairment.

Impairment is assessed based on the total undiscounted future cash flows as compared to the carrying value of the asset.

We make a number of significant estimates when calculating fair value using discounted future cash flows or other valuation methods. These estimates include the
assumed growth rates for future cash flows, the number of years used in the cash flow model, the discount rate and 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.

The future cash flows of all of the capital asset groups tested were greater than the carrying value and no impairment charge was recorded in 2008.

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.

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 effect on our results of
operations, cash flows and financial position in the period in which 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 deducted from 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, 2008. We
have not made any significant changes to our estimates in the past two years.

Income Taxes



Management believes that it has sufficient amounts accrued for outstanding income tax matters based on all of the information that is currently available. In addition, the
calculation of income tax expense requires significant judgment in interpreting tax rules and regulations, which are changing constantly. Each of our operating segments may
be affected.

Our tax filings are also subject to audits, the outcome of 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

General Standards of Financial Presentation

The Canadian Accounting Standards Board (AcSB) amended section 1400, General Standards of Financial Statement Presentation, to include a requirement that
management make an assessment of an entity’s ability to continue as a going concern when preparing financial statements. These changes came into effect on
January 1, 2008 and did not impact our financial statements.

Capital Disclosures

The AcSB issued section 1535, Capital Disclosures, which establishes standards for disclosing qualitative and quantitative information about an entity’s capital and how it is
managed to enable users to evaluate the objectives, policies and processes for managing capital. These changes came into effect on January 1, 2008 and are disclosed in
Note 20, Financial and Capital Management.

Inventory

The AcSB issued section 3031, Inventories, which establishes guidance on the determination of cost of inventory and its subsequent recognition as an expense, including
any write-down to net realizable value. It also provides guidance on the cost formulas that are used to assign costs to inventories. These changes came into effect on
January 1, 2008 and the effect of adopting this section was not significant.
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Financial Instruments

The AcSB issued section 3862, Financial Instruments — Disclosures and section 3863, Financial Instruments — Presentation.
Section 3862 establishes disclosure requirements that enable users to evaluate:

e the significance of financial instruments for the entity’s financial position and performance; and
e the nature and extent of risks arising from financial instruments to which the entity is exposed during the period and at the balance sheet date, and how the entity
manages those risks.

Section 3863 establishes standards for presentation of financial instruments and non-financial derivatives. It deals with the classification of financial instruments, from the
perspective of the issuer, between liabilities and equity, the classification of related interest, dividends, losses and gains, and the circumstances in which financial assets and
financial liabilities are offset.

These two sections came into effect on January 1, 2008 replacing section 3861, Financial Instruments — Disclosures and Presentation. These changes are disclosed in
Note 20, Financial and Capital Management.

The AcSB also amended section 3855, Financial Instruments — Recognition, section 3862, Financial instruments — Disclosure and section 3863, Financial Instruments —
Presentation, to permit reclassification of a financial asset out of held-for-trading or AFS categories in specific circumstances. These amendments, including the related
disclosure requirements, apply to reclassifications made on or after July 1, 2008. The effect of this amendment did not impact our financial statements.

Future Changes to Accounting Standards

Goodwill and Intangible Assets

The AcSB issued section 3064, Goodwill and Intangible Assets, which establishes standards for the recognition, measurement, presentation and disclosure of intangible
assets. Standards relating to goodwill are unchanged from those included in section 3062. Section 3064 comes into effect on January 1, 2009 replacing section 3062,
Goodwill and Other Intangible Assets and section 3450, Research and Development Costs. The effect of adopting this section is not expected to be significant.

International Financial Reporting Standards (IFRS)

The AcSB has set January 1, 2011, as the date that IFRS will replace current Canadian GAAP for publicly accountable enterprises, which includes Canadian reporting
issuers. Financial reporting under IFRS differs from Canadian GAAP in a number of respects, some of which are significant. IFRS on the date of adoption also is expected to
differ from current IFRS due to new IFRS standards and pronouncements that are expected to be issued before the changeover date. We plan to prepare our financial
statements in accordance with IFRS for periods commencing as of January 1, 2011.

The following information is presented pursuant to the October 2008 recommendations of the Canadian Performance Reporting Board relating to pre-2011
communications about IFRS conversion and to comply with Canadian Securities Administrators Staff Notice 52-320, Disclosure of Expected Changes in Accounting Policies
Relating to Changeover to International Financial Reporting Standards. This information is provided to allow investors and others to obtain a better understanding of our IFRS
changeover plan and the resulting possible effects on, for example, our financial statements and operating performance measures. Readers are cautioned, however, that it
may not be appropriate to use such information for any other purpose. This information also reflects our most recent assumptions and expectations; circumstances may arise,
such as changes in IFRS, regulations or economic conditions, which could change these assumptions or expectations.

IFRS Changeover Plan

We have developed a detailed plan for our changeover to IFRS comprised of three related phases:

e Review and Assessment
e Design
e Implementation.

PHASE 1: REVIEW AND ASSESSMENT PHASE

The objective of this phase is to identify the required changes to our accounting policies and practices resulting from the changeover to IFRS to determine the scope of the
work effort required for the Design and Implementation phases. Phase 1 involves:

e a detailed review of all relevant IFRS standards to identify differences with our current accounting policies and practices

e the separate consideration of one-time accounting policy alternatives that must be addressed at the changeover date, and those accounting policy choices that will be
applied on an ongoing basis in periods subsequent to the changeover to IFRS

e the prioritization of those differences that could have a more than inconsequential impact on our financial statements, business processes or IT systems

e the identification of internal stakeholders and business areas that may be affected by the changeover.
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Phase 2 will result in the design and development of detailed solutions to address the differences identified in the first phase of our changeover plan. These solutions will
result in certain necessary changes to our internal business processes and financial systems to comply with IFRS accounting and disclosure requirements. Phase 2 activities

include:

e the evaluation of accounting policy alternatives
e the investigation, development and documentation of solutions to resolve differences identified in Phase 1, reflecting changes to existing accounting policies and

practices, business processes, IT systems and internal controls
e the implementation of a change management strategy to address the information and training needs of internal and external stakeholders.

PHASE 3: IMPLEMENTATION PHASE

In the third and final phase of our changeover plan, we will implement the changes to affected accounting policies and practices, business processes, systems and internal
controls. These changes will be tested prior to the formal reporting requirements under IFRS to ensure all significant differences are appropriately addressed in time for the

changeover.

Progress towards Completion of our IFRS Changeover Plan

We have completed Phase 1 of our changeover plan and have identified the differences between Canadian GAAP and IFRS that impact our financial statements. Our
detailed analysis has identified a number of accounting differences and policy alternatives under IFRS as compared to Canadian GAAP. We also have determined, however,
that our accounting policies are largely aligned with IFRS requirements in many key areas.
Phase 2 work has commenced and we have begun assessing the impact and designing solutions to address the differences, focussing initially on those differences that
may require changes to our financial systems or that are more complex or time-consuming to resolve.
Appropriate resources have been secured to complete the changeover on a timely basis according to our plan milestones. We have also ensured training needs are met
and will continue to be addressed throughout the changeover period.
We have detailed project plans and progress reporting in place to support and communicate the changeover. The following table is a summary of our progress towards
completion of selected key activities of our IFRS changeover plan as of December 31, 2008. At this time, we cannot quantify the impact that the future adoption of IFRS will
have on our financial statements and operating performance measures; however, such impact may be material. Additional information will be provided as we move towards

the changeover date.
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Progress towards Completion of our IFRS Changeover Plan

SELECTED KEY ACTIVITIES

MILESTONES/DEADLINES

PROGRESS TO DATE

Financial statement
preparation

Identify relevant differences between IFRS and our
accounting policies and practices and design and
implement solutions

Evaluate and select one-time and ongoing accounting
policy alternatives

Benchmark findings with peer companies

Prepare financial statements and related note
disclosures to comply with IFRS

Quantify the effects of changeover to IFRS

Assessment and quantification of the
significant effects of the changeover

completed by approximately the third
quarter of 2010

Final selection of accounting policy
alternatives by the changeover date

Completed the identification of IFRS
differences

Assessment and design of solutions to
resolve differences has begun

Evaluation and selection of accounting policy
alternatives is underway

Training and
communication

Provide training to affected employees of operating
units, management and the board of directors and
relevant committees thereof, including the Audit
Committee

Engage subject matter experts to assist in the transition

Communicate progress of changeover plan to internal
and external stakeholders

Timely training provided to align with
work under changeover — training
completed by mid-2010

Communicate effects of changeover
in time for 2011 financial planning
process, by the third quarter of 2010

Completed detailed training for resources
directly engaged in the changeover and
general awareness training to broader group
of finance employees

Periodic internal and external
communications about our progress are
ongoing

Engaged third-party subject matter experts
to assist in the transition

IT systems Identify and address IFRS differences that require Changes to significant systems and IFRS differences with system impacts

changes to financial systems dual record-keeping process identified and design of solutions underway
completed in time for the first quarter

Evaluate and select methods to address need for dual of 2010 Dual record-keeping alternatives identified
record-keeping during 2010 (i.e., IFRS and Canadian and under review
GAAP) for comparatives and budget and planning
purposes in 2011

Contractual Identify impact of changeover on contractual Changes completed by the third IFRS differences with potential impacts on

arrangements and
compensation

arrangements, including customer and supplier
agreements, financial covenants and employee
compensation plans

Make any required changes to arrangements and plans

quarter of 2010

contractual arrangements and compensation
plans identified

Internal controls
Internal control over
financial reporting
(ICFR)

Revise existing internal control processes and
procedures to address significant changes to existing
accounting policies and practices, including the need
for dual record-keeping during 2010

Design and implement internal controls with respect to
one-time changeover adjustments and related
communications

Changes completed by the first
quarter of 2010

Conduct management evaluation of
new or revised controls throughout
2010

Update CEO/Chief Financial Officer
(CFO) certification process by the

Monitoring design of solutions to address
IFRS differences to permit concurrent design
or revision and implementation of necessary
internal controls



fourth quarter of 2010

Internal controls For changes to accounting policies and practices See ICFR deadlines above MD&A disclosures have begun

Disclosure controls identified, assess the DC&P design and effectiveness

and procedures implications Project steering committee, including

(DC&P) Investor Relations, has been assembled and
is engaged
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CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

Our disclosure controls and procedures are designed to provide reasonable assurance that information required to be disclosed by us is recorded, processed, summarized
and reported within the time periods specified under Canadian and U.S. securities laws and include controls and procedures that are designed to ensure that the information
is accumulated and communicated to management, including BCE Inc.’s President and CEO and Executive Vice-President and CFO, to allow timely decisions regarding
required disclosure.

As of December 31, 2008, an evaluation of the effectiveness of our disclosure controls and procedures, as defined in Rule 13a-15(e) under the U.S. Securities Exchange
Act of 1934 and under National Instrument 52-109, was carried out by our management under the supervision, and with the participation, of the President and CEO and the
Executive Vice-President and CFO. Based on that evaluation, the President and CEO and the Executive Vice-President and CFO concluded that the design and operation of
our disclosure controls and procedures were effective at December 31, 2008.

Internal Control over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial reporting, as defined in Rule 13a-15(f) under the U.S. Securities
Exchange Act of 1934 and under National Instrument 52-109. Internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with GAAP. Management evaluated the design and operation
of our internal control over financial reporting as of December 31, 2008, based on the framework and criteria established in Internal Control — Integrated Framework issued by
the COSO, and has concluded that our internal control over financial reporting is effective. There are no material weaknesses that have been identified by management.

No changes were made in our internal control over financial reporting during the year ended December 31, 2008 that have materially affected, or are reasonably likely to
materially affect, our internal control over financial reporting.

NON-GAAP FINANCIAL MEASURES

This section describes the non-GAAP financial measures we use 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.

EBITDA

The term EBITDA (earnings before interest, taxes, depreciation and amortization of intangible assets) does not have any standardized meaning according to GAAP. It is
therefore unlikely to be comparable to similar measures presented by other companies.

We define EBITDA as operating revenues less cost of revenue and selling, general and administrative expenses, meaning it represents operating income before
depreciation, amortization of intangible assets and restructuring and other.

We use EBITDA, among other measures, to assess the operating performance of our ongoing businesses without the effects of depreciation, amortization of intangible
assets and restructuring and other. We exclude these items because they affect the comparability of our financial results and could potentially distort the analysis of trends in
business performance. We exclude depreciation and amortization of intangible assets because it largely depends on the accounting methods and assumptions a company
uses, as well as non-operating factors such as the historical cost of capital assets. Excluding restructuring and other does not imply they are non-recurring.

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 measurement to value companies in the telecommunications industry.
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The most comparable Canadian GAAP financial measure is operating income. The following tables are reconciliations of operating income to EBITDA on a consolidated
basis for BCE and Bell.

BCE 2008 2007 2006
Operating income 2,864 3,479 3,314
Depreciation and amortization of intangible assets 3,269 3,184 3,122
Restructuring and other 871 331 354
EBITDA 7,004 6,994 6,790
BELL 2008 2007 2006
Operating income 2,143 2,652 2,507
Depreciation and amortization of intangible assets 2,685 2,559 2,482
Restructuring and other 810 308 299
EBITDA 5,638 5,519 5,288

The following tables are reconciliations of operating income to EBITDA on a consolidated basis for Bell and for our Bell Wireline and Bell Wireless segments for the fourth
quarter of 2008.

BELL Q4 2008 Q4 2007
Operating income 520 557
Depreciation and amortization of intangible assets 715 643
Restructuring and other 146 141

EBITDA 1,381 1,341



BELL WIRELINE Q4 2008 Q4 2007

Operating income 226 274
Depreciation and amortization of intangible assets 580 538
Restructuring and other 131 138
EBITDA 937 950
BELL WIRELESS Q4 2008 Q4 2007
Operating income 294 283
Depreciation and amortization of intangible assets 135 105
Restructuring and other 15 3
EBITDA 444 391

Operating Income before Restructuring and Other

The term operating income before restructuring and other does not have any standardized meaning according to Canadian GAAP. It is therefore unlikely to be comparable to
similar measures presented by other companies.

We use operating income before restructuring and other, among other measures, to assess the operating performance of our ongoing businesses without the effects of
restructuring and other. We exclude these items because they affect the comparability of our financial results and could potentially distort the analysis of trends in business
performance. Excluding restructuring and other does not imply they are non-recurring.

The most comparable Canadian GAAP financial measure is operating income. The following tables are reconciliations of operating income to operating income before
restructuring and other on a consolidated basis for BCE and Bell and for our Bell Wireline and Bell Wireless Segments.

BCE 2008 2007 2006
Operating income 2,864 3,479 3,314
Restructuring and other 871 331 354
Operating income before restructuring and other 3,735 3,810 3,668
BELL 2008 2007 2006
Operating income 2,143 2,652 2,507
Restructuring and other 810 308 299
Operating income before restructuring and other 2,953 2,960 2,806
BELL WIRELINE 2008 2007 2006
Operating income 902 1,454 1,523
Restructuring and other 773 304 296
Operating income before restructuring and other 1,675 1,758 1,819
BELL WIRELESS 2008 2007 2006
Operating income 1,241 1,198 984
Restructuring and other 37 4 3
Operating income before restructuring and other 1,278 1,202 987

Adjusted Net Earnings

The term Adjusted net earnings does not have any standardized meaning according to Canadian GAAP. It is therefore unlikely to be comparable to similar measures
presented by other companies.

We define Adjusted net earnings as net earnings before restructuring and other, net losses (gains) on investments, and costs incurred to form Bell Aliant.

We use Adjusted net earnings, among other measures, to assess the operating performance of our ongoing businesses without the effects of after-tax restructuring and
other, net losses (gains) on investments, and costs incurred to form Bell Aliant. We exclude these items because they affect the comparability of our financial results and
could potentially distort the analysis of trends in business performance. Excluding these items does not imply they are non-recurring.

The most comparable Canadian GAAP financial measure is net earnings applicable to common shares. The following table is a reconciliation of net earnings applicable to
common shares to Adjusted net earnings on a consolidated basis and per BCE Inc. common share.
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2008 2007 2006

TOTAL PER SHARE TOTAL PER SHARE TOTAL PER SHARE

Net earnings applicable to common shares 819 1.02 3,926 4.88 1,937 2.25
Restructuring and other @ 572 0.71 206 0.25 222 0.26
Net losses (gains) on investments @ 420 0.52 (2,248) (2.79) (525) (0.61)
Other costs incurred to form Bell Aliant ©) - - - - 42 0.05

Adjusted net earnings 1,811 2.25 1,884 2.34 1,676 1.95




(1) Includes transaction costs associated with the formation of Bell Aliant. These costs relate mainly to financial advisory, professional and consulting fees. In 2006, we incurred $138 million ($77 million after tax and non-controlling
interest).

(2) Amounts for 2006 include the recognition of a future tax asset of $434 million, representing the tax-effected amount of approximately $2,341 million of previously unrecognized capital loss carryforwards.

(3) Premium cost incurred by Bell Aliant on early redemption of long-term debt as a result of the formation of Bell Aliant. In 2006, we incurred $122 million ($42 million after tax and non-controlling interest).

Free Cash Flow

The term free cash flow does not have any standardized meaning according to Canadian GAAP.

We define free cash flow as cash from operating activities and distributions received from Bell Aliant less capital expenditures, preferred share dividends,
dividends/distributions paid by subsidiaries to non-controlling interest, other investing activities and Bell Aliant free cash flow.

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 reinvest in our company. We present free cash flow consistently from period to period, which allows us to compare our financial performance on a consistent basis.

We believe that certain investors and analysts use free cash flow to value a business and its underlying assets.

The most comparable Canadian GAAP financial measure is cash from operating activities. The following table is a reconciliation of cash from operating activities to free
cash flow on a consolidated basis.

2008 2007 2006
Cash flows from operating activities 5,912 5,733 5,357
Bell Aliant distributions to BCE 290 282 309
Capital expenditures (2,988) (3,144) (3,121)
Other investing activities (726) 14 3)
Dividends paid on preferred shares (129) (124) (84)
Dividends/distributions paid by subsidiaries to non-controlling interest (366) (404) (293)
Bell Aliant free cash flow (304) (399) (383)
Telesat free cash flow - 2 28
Free cash flow 1,689 1,960 1,810
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MANAGEMENT’'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Management of BCE Inc. (BCE) is responsible for establishing and maintaining adequate internal control over financial reporting under the supervision of the President and
Chief Executive Officer and the Executive Vice-President and Chief Financial Officer. Internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles.

Due to its inherent limitations, internal control over financial reporting may not prevent or detect misstatements on a timely basis. Also, projections of any evaluation of the
effectiveness of internal control over financial reporting are subject to the risk that the controls may become inadequate because of changes in conditions or that the degree
of compliance with the policies or procedures may deteriorate.

Management evaluated the design and operation of BCE's internal control over financial reporting as of December 31, 2008, based on the framework and criteria
established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO), and has concluded that
such internal control over financial reporting is effective. There are no material weaknesses that have been identified by management.

BCE's internal control over financial reporting as of December 31, 2008 has been audited by Deloitte & Touche LLP, Independent Registered Chartered Accountants, who
also audited BCE'’s Consolidated Financial Statements for the year ended December 31, 2008. Deloitte & Touche issued an unqualified opinion on the effectiveness of BCE’s
internal control over financial reporting.

(signed) George A. Cope
President and Chief Executive Officer

(signed) Siim A. Vanaselja
Executive Vice-President and Chief Financial Officer

(signed) Karyn A. Brooks
Senior Vice-President and Controller

March 11, 2009

78 BCE Inc. — 2008 Annual Report

Reports on Internal Control

REPORT OF INDEPENDENT REGISTERED CHARTERED ACCOUNTANTS
To the board of directors and Shareholders of BCE Inc.

We have audited the internal control over financial reporting of BCE Inc. and subsidiaries (the “Company”) as of December 31, 2008 based on the criteria established in
Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. The Company’s management is responsible for
maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal control over financial reporting. Our responsibility is to
express an opinion on the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was maintained in all material respects. Our audit included
obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating
effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe that our
audit provides a reasonable basis for our opinion.

A company'’s internal control over financial reporting is a process designed by, or under the supervision of, the company’s principal executive and principal financial
officers, or persons performing similar functions, and effected by the company’s board of directors, management, and other personnel to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A
company’s internal control over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately
and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper management override of controls, material
misstatements due to error or fraud may not be prevented or detected on a timely basis. Also, projections of any evaluation of the effectiveness of the internal control over
financial reporting to future periods are subject to the risk that the controls may become inadequate because of changes in conditions, or that the degree of compliance with



the policies or procedures may deteriorate.

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of December 31, 2008, based on the criteria
established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.

We have also audited, in accordance with Canadian generally accepted auditing standards and the standards of the Public Company Accounting Oversight Board (United
States), the consolidated financial statements as of and for the year ended December 31, 2008 of the Company and our report dated March 11, 2009 expressed an
unqualified opinion on those financial statements.

(signed) Deloitte & Touche LLP )
Independent Registered Chartered Accountants

Montréal, Canada
March 11, 2009

(1) Chartered accountant auditor permit no. 13633
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MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL REPORTING

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, Independent
Registered Chartered Accountants, have audited the financial statements.

Management has prepared the financial statements according to 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 122 of this annual report. The internal auditors and the shareholders’ auditors have free and independent access to the Audit
Committee.

(signed) George A. Cope
President and Chief Executive Officer

(signed) Siim A. Vanaselja
Executive Vice-President and Chief Financial Officer

(signed) Karyn A. Brooks
Senior Vice-President and Controller

March 11, 2009
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REPORT OF INDEPENDENT REGISTERED CHARTERED ACCOUNTANTS
To the board of directors and Shareholders of BCE Inc.

We have audited the accompanying consolidated balance sheets of BCE Inc. and subsidiaries (the “Company”) as at December 31, 2008 and 2007, and the related
consolidated statements of operations, comprehensive income, deficit and cash flows for each of the three years in the period ended December 31, 2008. These financial
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards and the standards of the Public Company Accounting Oversight Board
(United States). These standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of BCE Inc. and subsidiaries as at December 31, 2008
and 2007, and the results of their operations and their cash flows for each of the three years in the period ended December 31, 2008 in accordance with Canadian generally
accepted accounting principles.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the Company'’s internal control over financial
reporting as of December 31, 2008, based on the criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission and our report dated March 11, 2009 expressed an unqualified opinion on the Company’s internal control over financial reporting.

(signed) Deloitte & Touche LLP &
Independent Registered Chartered Accountants

Montréal, Canada
March 11, 2009

(1) Chartered accountant auditor permit no. 13633
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Consolidated Statements of Operations

FOR THE YEAR ENDED DECEMBER 31 (in $ millions, except share amounts) NOTE 2008 2007 2006
Operating revenues 17,698 17,752 17,554
Cost of revenue, exclusive of depreciation and amortization (4,428) (4,095) (3,965)
Selling, general and administrative expenses (6,266) (6,663) (6,799)
Depreciation 12 (2,537) (2,547) (2,504)
Amortization of intangible assets 12 (732) (637) (618)
Restructuring and other 4 (871) (331) (354)
Total operating expenses (14,834) (14,273) (14,240)
Operating income 2,864 3,479 3,314
Other (expense) income 5 (253) 2,405 (187)
Interest expense 6 (791) (859) (940)
Pre-tax earnings from continuing operations 1,820 5,025 2,187
Income taxes 7 (469) (735) (75)
Non-controlling interest (320) (331) (219)
Earnings from continuing operations 1,031 3,959 1,893
Discontinued operations 8 (88) 98 114
Net earnings 943 4,057 2,007
Dividends on preferred shares (124) (131) (70)
Net earnings applicable to common shares 819 3,926 1,937
Net earnings per common share — basic 9

Continuing operations 1.13 4.76 2.12

Discontinued operations (0.11) 0.12 0.13

Net earnings 1.02 4.88 2.25
Net earnings per common share — diluted 9

Continuing operations 1.12 4.75 2.12

Discontinued operations (0.12) 0.12 0.13

Net earnings 1.01 4.87 2.25
Dividends per common share 0.73 1.46 1.32
Average number of common shares outstanding — basic (millions) 805.8 804.8 861.4

Consolidated Statements of Comprehensive Income

FOR THE YEAR ENDED DECEMBER 31 (in $ millions) NOTE 2008 2007 2006
Net earnings 943 4,057 2,007
Other comprehensive (loss) income — net of income taxes and non-controlling interest
Net change in unrealized (losses) gains on available-for-sale financial assets 1,23 (33) 49 -
Net change in unrealized gains on derivatives designated as cash flow hedges 1,23 2 16 -
Net change in unrealized gains (losses) on currency translation adjustment (CTA) 1,23 2 (2) 71
Other comprehensive (loss) income (29) 63 71
Comprehensive income 914 4,120 2,078

Consolidated Statements of Deficit

FOR THE YEAR ENDED DECEMBER 31 (in $ millions) NOTE 2008 2007 2006
Balance at beginning of year (1,679) (4,343) (4,763)
Adjustments to deficit upon adoption of new financial instruments accounting standards

on January 1, 2007 1 — 4 -
Net earnings 943 4,057 2,007
Dividends declared on preferred shares (124) (131) (70)
Dividends declared on common shares 20 (588) (1,272) (1,132)
Excess of purchase price over stated capital of cancelled common shares and related

contributed surplus 21 (20) (95) (384)
Other - 1 Q)
Balance at end of year (1,468) (1,679) (4,343)
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Consolidated Balance Sheets

AT DECEMBER 31 (in $ millions) NOTE 2008 2007

ASSETS

Current assets



Cash and cash equivalents 3,059 2,652

Accounts receivable 10 1,837 1,902
Future income taxes 7 86 71
Inventory 11 272 264
Prepaid and other expenses 304 274
Current assets of discontinued operations 8 20 61
Total current assets 5,578 5,224
Capital assets

Property, plant and equipment 19,407 18,593
Finite-life intangible assets 2,697 2,475
Indefinite-life intangible assets 3,697 2,913
Total capital assets 12 25,801 23,981
Other long-term assets 13 2,613 3,080
Goodwill 14 5,659 5,855
Non-current assets of discontinued operations 8 12 90
Total assets 39,663 38,230
LIABILITIES

Current liabilities

Accounts payable and accrued liabilities 15 3,538 3,254
Interest payable 139 145
Dividends payable 337 337
Debt due within one year 16 2,201 721
Current liabilities of discontinued operations 8 12 40
Total current liabilities 6,227 4,497
Long-term debt 17 10,099 10,766
Other long-term liabilities 18 4,946 4,630
Non-current liabilities of discontinued operations 8 - 2
Total liabilities 21,272 19,895
Non-controlling interest 19 1,080 1,103
Commitments and contingencies 25

SHAREHOLDERS' EQUITY

Preferred shares 21 2,770 2,770
Common shareholders’ equity

Common shares 21 13,525 13,536
Treasury stock 21 (86) -
Contributed surplus 21 2,531 2,537
Accumulated other comprehensive income 1,23 39 68
Deficit (1,468) (1,679)
Total common shareholders’ equity 14,541 14,462
Total shareholders’ equity 17,311 17,232
Total liabilities and shareholders’ equity 39,663 38,230

On behalf of the board of directors:

(signed) Thomas C. O’'Neill (signed) Victor L. Young
Director Director
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Consolidated Statements of Cash Flows

FOR THE YEAR ENDED DECEMBER 31 (in $ millions) NOTE 2008 2007 2006

Cash flows from operating activities

Net earnings 943 4,057 2,007
Less: (Losses) earnings from discontinued operations, net of income taxes and non-
controlling interest (88) 98 114
Earnings from continuing operations 1,031 3,959 1,893
Adjustments to reconcile earnings from continuing operations to cash flows from operating
activities
Depreciation and amortization of intangible assets 3,12 3,269 3,184 3,122
Net benefit plans cost 24 250 410 511
Restructuring and other 3,4 871 331 354
Losses (gains) on investments 5 308 (2,414) 26
Future income taxes 129 413 (13)
Non-controlling interest 320 331 219
Contributions to employee pension plans 24 (232) (265) (172)
Other employee future benefit plan payments 24 (96) (96) (96)
Payments of restructuring and other (305) (118) (225)
Operating assets and liabilities 27 367 (2) (262)
Cash flows from operating activities 5,912 5,733 5,357

Cash flows used in investing activities



Capital expenditures 3 (2,988) (3,144) (3,121)

Business acquisitions 14 (56) (163) (65)
Business dispositions 14 (10) 3,123 -
Formation of Bell Aliant 5 - 7 (255)
Going-private costs 2 (163) (49) -
Increase in investments (8) (27) (304)
Decrease in investments 1 192 64
Other investing activities 12 (726) 14 3)
Cash flows used in investing activities (3,950) (61) (3,684)
Cash flows used in financing activities
Increase (decrease) in notes payable and bank advances 1 211 (57)
Issue of long-term debt 50 1,071 4,392
Repayment of long-term debt (502) (3,048) (4,767)
Issue of common shares 21 50 153 29
Repurchase of common shares 21 (92) (227) (1,241)
Redemption of equity securities by subsidiaries from non-controlling interest - (333) (305)
Issue of equity securities by subsidiaries to non-controlling interest 1 - 13
Cash dividends paid on common shares 20 (587) (1,147) (1,169)
Cash dividends paid on preferred shares (129) (124) (84)
Cash dividends/distributions paid by subsidiaries to non-controlling interest (366) (404) (293)
Other financing activities 15 (66) (157)
Cash flows used in financing activities (1,559) (3,914) (3,639)
Cash flows from (used in) continuing operations 403 1,758 (1,966)
Cash flows (used in) from discontinued operations activities (25) (26) 19
Cash flows from discontinued investing activities 29 345 1,456
Cash flows (used in) from discontinued financing activities (2) - 627
Net increase in cash and cash equivalents 405 2,077 136
Cash and cash equivalents at beginning of year 2,658 581 445
Cash and cash equivalents at end of year 3,063 2,658 581
Consists of:

Cash and cash equivalents of continuing operations 3,059 2,652 563

Cash and cash equivalents of discontinued operations 8 4 6 18
Total 3,063 2,658 581
Income taxes paid (net of refunds) 112 36 187
Interest paid 787 880 941
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This section of our annual report contains the audited consolidated financial statements of BCE Inc. 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. The notes also include details about our results that do not appear in the financial statements.

In the notes to the consolidated financial statements, we, us, our and BCE mean BCE Inc., its subsidiaries and joint ventures. References to Bell Aliant include matters
relating to, and actions taken by, both Aliant Inc. and its affiliated entities prior to July 7, 2006, and Bell Aliant Regional Communications Income Fund and its affiliated entities
on and after such date.

All amounts are in millions of Canadian dollars, except where noted.

NOTE 1: SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

We have prepared the consolidated financial statements according to Canadian generally accepted accounting principles (GAAP).

Basis of Consolidation

We consolidate the financial statements of all of the companies we control. We proportionately consolidate our share of the financial statements of our joint venture interests.
All transactions and balances between these companies have been eliminated on consolidation.

Comparative Figures

We have reclassified some of the amounts for the previous periods in the consolidated financial statements to make them consistent with the presentation for the current
period.

We have restated financial information for the previous periods to reflect our decisions in 2008 to cease operations or to sell certain of our businesses, including Expertech
Network Installation (U.S.) Inc. (Expertech US). We also have restated financial information for the previous periods to reflect the sales of our investment in Aliant Directory
Services (ADS) and most of our investment in CTVglobemedia Inc. (CTVglobemedia). They are all now shown as discontinued operations.

Telesat Canada (Telesat) was sold on October 31, 2007 and we have continuing commercial arrangements between Telesat and Bell ExpressVu Limited Partnership
(Bell TV) that provide Bell TV continued access to current and expanded satellite capacity. As a result of these arrangements, we have not accounted for Telesat as a
discontinued operation.

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
e disclosure of contingent assets and liabilities.



We base our estimates on a number of factors, including historical experience, current events and actions that the company may undertake in the future, and other
assumptions that we believe are reasonable under the circumstances. By their nature, these estimates are subject to measurement uncertainty and actual results could differ.
In particular, we use estimates when accounting for certain items such as revenues, allowance for doubtful accounts, useful lives of capital assets, asset impairments, legal
and tax contingencies, employee compensation plans, employee benefit plans, retained interest in securitized receivables, income taxes and goodwill impairment. We also
use estimates when recording the fair values of assets acquired and liabilities assumed in a business combination.

Recognizing Revenue

We recognize revenues when they are earned, specifically when all the following conditions are met:
services are provided or products are delivered to customers

there is clear evidence that an arrangement exists

amounts are fixed or can be determined
our ability to collect is reasonably assured.

In particular, we recognize:

fees for local, long distance and wireless services when we provide the services

other fees, such as network access fees, licence fees, hosting fees, maintenance fees and standby fees, over the term of the contract
subscriber revenues when customers receive the service

revenues from the sale of equipment when the equipment is delivered and accepted by customers

revenues on long-term contracts as services are provided, equipment is delivered and accepted, and contract milestones are met
rebates and allowances to customers as a reduction of revenue.

Revenues exclude sales taxes and other taxes we collect from our customers.
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Multiple-Element Arrangements

We enter into arrangements that may include the sale of a number of products and services, notably in our wireless and video product lines and in our business portfolio. In
all such cases, we separately account for each product or service according to the methods previously described when the following three conditions are met:

e the product or service has value to our customer on a stand-alone basis
e there is objective and reliable evidence of the fair value of any undelivered product or service

e if the sale includes a general right of return relating to a delivered product or service, the delivery or performance of any undelivered product or service is probable and
substantially in our control.

If there is objective and reliable evidence of fair value for all products and services in a sale, the total price to the customer is allocated to each product and service based on
its relative fair value. Otherwise, we first allocate a portion of the total price to any undelivered products and services based on their fair value and the remainder to the
products and services that have been delivered.

If the conditions to account separately for each product or service are not met, we recognize revenue pro rata over the term of the sale agreement.

Subcontracted Services

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 our customers. Otherwise, we recognize the net amount that we retain as revenue.

Sales Returns

We accrue an estimated amount for sales returns, based on our past experience, when revenue is recognized.

Deferred Revenues

We record payments we receive in advance, including upfront non-refundable payments, as deferred revenues until we provide the service or deliver the product to
customers. Deferred revenues also include amounts billed under multiple-element sales contracts where the conditions to account separately for each product or service sold
have not been met. Deferred revenues are presented in Accounts payable and accrued liabilities or in Other long-term liabilities on the balance sheet.

Cash and Cash Equivalents

Cash and cash equivalents is comprised mainly of highly liquid investments with original maturities of three months or less from the date of purchase.

Securitization of Accounts Receivable

We consider a transfer of accounts receivable to be a sale when we give up control of the accounts receivable in exchange for proceeds 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, the weighted average life of accounts receivable, credit loss ratios and other key assumptions. We recognize a loss on the securitization, which
we record in Other (expense) income. The loss is calculated by reference to the carrying amount of the transferred accounts receivable and is allocated between accounts
receivable sold and our retained interest, according to their relative fair values on the day the transfer is made.

We recognize a servicing liability on the day accounts receivable are transferred when we continue to service the accounts receivable after the transfer. We amortize this
liability to earnings over the expected life of the transferred accounts receivable.

Inventory

We measure inventory at the lower of cost and net realizable value. Inventory includes all costs to purchase, convert and bring the inventories to their present location and
condition. We determine cost using specific identification for major equipment for resale and the weighted-average cost formula for all other inventory items. We maintain
inventory valuation reserves for inventory that is slow-moving or obsolete, calculated using an inventory aging analysis.

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 their
estimated useful lives. We review the estimates of the useful lives of the assets on a periodic basis and adjust them on a prospective basis, if needed.

ESTIMATED USEFUL LIFE

Telecommunications assets 3 to 50 years
Machinery and equipment 2 to 20 years
Buildings 10 to 40 years

Satellites 2 to 15 years



Finite-life intangible assets
Software 2to 7 years
Customer relationships 5 to 30 years

We capitalize construction costs, labour and overhead, and interest related to assets we build or develop when the project cost is significant.
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We capitalize certain 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 Selling, general and administrative expenses in the statement of operations.

We initially measure and record asset retirement obligations at fair value using a present value methodology, adjusted subsequently for any changes to the timing or
amount of the original estimate of cash flows. We capitalize asset retirement costs as part of the related assets and amortize them into earnings over time. We also increase
the recorded asset retirement obligation and record a corresponding amount in earnings to reflect the passage of time.

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 assets’ fair value, based on discounted cash flows expected from their use and disposition, from their carrying value. If the fair value is less than
the carrying value, the difference is deducted from earnings.

We account for leases that transfer substantially all of the benefits and risks of ownership of an asset to us as capital leases. We record an asset when we enter into a
capital lease together with a related long-term obligation. Rental payments under operating leases are expensed as incurred.

Indefinite-Life Intangible Assets

Our indefinite-life intangible assets consist mainly of the Bell brand and wireless spectrum licences. We assess these assets for impairment every year and when events or
changes in circumstances indicate that an asset might be impaired.

We assess impairment by comparing the assets’ fair value, based on estimates of discounted future cash flows or other valuation methods, to their carrying value. If the
fair value is less than the carrying value, the difference is deducted from earnings.

Available-for-Sale (AFS) Financial Assets

We generally designate our portfolio investments in securities as AFS. They are classified in our balance sheet as Other long-term assets. These securities initially are
recorded at their fair value on the date of acquisition, plus related transaction costs. Investments in publicly-traded securities are adjusted to fair value at each balance sheet
date. The corresponding unrealized gains and losses are recorded in our statement of comprehensive income and are reclassified to Other (expense) income in the
statement of operations when realized or when management assesses a decline in fair value to be other than temporary. Investments in our privately-held securities are
recorded at cost as their fair value cannot be measured reliably. Gains and losses are recorded in our statement of operations when realized or when management assesses
the decline in fair value compared to cost to be other than temporary. The gain or loss is based on a formal business valuation. Other earnings from investments are also
recorded in Other (expense) income in the statement of operations.

Costs of Issuing Debt and Equity

The cost of issuing debt is included as part of long-term debt and is accounted for at amortized cost using the effective interest method, unless the debt is recorded at fair
value as part of a hedging relationship. The cost of issuing equity is reflected in the statement of deficit.

Goodwill

We assess goodwill for impairment for each of our reporting units in the fourth quarter of every year and when events or changes in circumstances indicate that goodwiill
might be impaired.

We assess goodwill impairment in two steps:

e we identify any potential impairment by comparing the fair value of a reporting unit to its carrying value. Fair value is based on estimates of discounted future cash
flows or other valuation methods. When the fair value of a reporting unit is less than its carrying value, fair values are determined for all of its identifiable assets and
liabilities. The excess of the fair value of the reporting unit over the total of the amounts assigned to its assets and liabilities is the fair value of goodwiill.

e an impairment charge is deducted from earnings for any excess of the carrying value of goodwill over its fair value.

Derivative Financial Instruments
We do not use derivative financial instruments for speculative or trading purposes. We use derivative financial instruments to manage:

e interest rate risk
e foreign exchange rate risk
e changes in the price of BCE Inc. common shares relating to special compensation payments (SCPs) and deferred share units (DSUSs).

We document all relationships between derivatives and the items they hedge and our risk management objective and strategy for using hedges. This process includes linking
every derivative to:

e a specific asset or liability, or
e a specific firm commitment, or
e an anticipated transaction.

We assess the effectiveness of a derivative in managing an identified risk when hedge accounting is initially applied, and on an ongoing basis thereafter. If a hedge becomes
ineffective, we stop using hedge accounting. Any premiums paid for derivatives used in hedging relationships are deferred and expensed to earnings over the term of the
contract. Any forward premiums or discounts on forward foreign exchange contracts that are used to hedge long-term debt denominated in foreign currencies are amortized
to interest expense over the term of the forward contract.
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Fair Value Hedges

Our fair value hedges primarily consist of interest rate swaps used to manage the effect of changes in interest rates relating to fixed-rate long-term debt. These swaps usually
involve exchanging interest payments without exchanging the notional amount on which the payments are based. We record the exchange of payments as an adjustment to
interest expense on the hedged debt. We include the related net receivable or payable from counterparties in Prepaid and other expenses or Accounts payable and accrued
liabilities for swaps that mature within one year, and in Other long-term assets or Other long-term liabilities for swaps that have a maturity of more than one year. Changes in



the fair value of these derivatives and the related long-term debt are recognized in Other (expense) income in the statement of operations and offset, except for any
ineffective portion of the hedging relationship.

Cash Flow Hedges

Our cash flow hedges are used to mitigate the foreign currency risk on certain long-term debt instruments and purchase commitments. We use cross-currency swaps to
hedge firm commitments to pay interest and/or principal amounts in the foreign currency. We use foreign exchange forward contracts to manage the exposure to anticipated
transactions denominated in foreign currencies. Changes in the fair value of these derivatives are recognized in our statement of comprehensive income, except for any
ineffective portion, which is recognized immediately in income. Realized gains and losses in accumulated other comprehensive income are reclassified to the statement of
operations in the same periods as the corresponding hedged items are recognized in income. Cash flow hedges that mature within one year are included in Prepaid and
other expenses or Accounts payable and accrued liabilities, whereas hedges that have a maturity of more than one year are included in Other long-term assets or Other long-
term liabilities.

Economic Hedges

Derivatives that are economic hedges but do not qualify for hedge accounting are recognized at fair value. We record changes in the fair value of these derivatives in Other
(expense) income in the statement of operations.

EQUITY FORWARD CONTRACTS

We use equity forward contracts to manage the risk of changes in the price of BCE Inc. common shares relating to SCPs and DSUs. We recognize gains and losses on these
contracts on the same basis that we recognize the compensation expense relating to the hedged items. Unrealized gains and losses are included in Other long-term assets
or Other long-term liabilities.

Employee Benefit Plans

Defined Benefit (DB) Pension and Other Post-Employment Benefit Plans

We maintain DB plans that provide pension benefits for most of our employees. Benefits are based on the employee’s length of service and average rate of pay during the
best consecutive 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 permitted by pension regulatory
bodies. Contributions reflect actuarial assumptions about future investment returns, salary projections and future service.

We also provide other post-employment benefits to some of our employees, including:

e healthcare and life insurance benefits during retirement. The provision of such benefits is being phased out over a ten-year period ending on December 31, 2016. We
do not fund most of these other post-employment benefit plans.

e other 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 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:

e the projected benefit method, prorated on years of service, which takes into account future pay levels
e a discount rate based on market interest rates of high-quality corporate bonds with maturities that match the timing of benefits expected to be paid under the plans
e management'’s best estimate of the plans’ expected investment performance, pay increases, retirement ages of employees and expected healthcare costs.

We value pension plan assets at fair value 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.

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 during which 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.
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We use the corridor approach to recognize actuarial gains and losses in earnings. 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 on a market-related value basis. Any excess is amortized over the average remaining service period
of active employees. At the end of 2008, this period ranged from 9 to 13 years, with a weighted average period of 10.4 years.

December 31 is the measurement date for 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. An actuarial valuation was last performed on most of our pension plans on December 31, 2007.

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.

Defined Contribution (DC) Plans

We also maintain DC plans that provide certain employees with pension benefits. Under these plans, we are responsible for contributing a predetermined amount to an
employee’s retirement savings, based on a percentage of that employee’s salary.

We recognize a pension cost for DC plans when the employee provides service to the company, essentially coinciding with our cash contributions.

Generally, new employees can participate only in the DC pension arrangements.

Income Taxes

Current income tax expense is the estimated income taxes payable for the current year after any refunds or the use of losses incurred in previous years.
We use the 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
e the benefit of unutilized tax losses 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. 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.

Investment Tax Credits

We recognize investment tax credits when it is more likely than not that they will be realized, and they are presented as part of Accounts receivable and Other long-term
assets on the balance sheet. We use the cost reduction method to account for them, under which the credits are applied against the expense or asset to which the
investment tax credit relates.

Subscriber Acquisition Costs

We expense all subscriber acquisition costs when the related services are activated.



Stock-Based Compensation Plans

BCE Inc.’s stock-based compensation plans include stock option plans, restricted share unit plans (RSUs), DSUs and the employee savings plan (ESP). Before 2000, the
long-term incentive plans often included SCPs.

Stock Options

We use the fair value-based method to account for employee stock options granted on or after January 1, 2002 and the Black-Scholes option pricing model to measure
compensation expense relating to options.

We credit contributed surplus for the stock option expense recorded over the vesting period. Upon the exercise of stock options, we credit share capital for the amount
paid by the employees as well as the amounts previously credited to contributed surplus.

RSUs

For each RSU granted, we record compensation expense equal to the market value of a BCE Inc. common share at the date of grant, prorated over the vesting period.

Compensation expense is adjusted for subsequent changes in the market value of BCE Inc. common shares and management’s estimate of the number of RSUs that are
expected to vest. The cumulative effect of any change in value is recognized in the period of the change. Vested RSUs are settled, at the holder’s option, either in BCE Inc.
common shares purchased on the open market, in cash, in DSUs or through a combination of these.

DSUs

For each DSU granted, we record compensation expense equal to the market value of a BCE Inc. common share at the grant date. Compensation expense is adjusted for
subsequent changes in the market value of BCE Inc. common shares. DSUs are settled in BCE Inc. common shares purchased on the open market following the cessation of
a participant’s employment or when a director leaves the board.
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ESP and SCPs

We recognize our contributions under the ESP as compensation expense. We also recognize compensation expense or recovery relating to SCPs. The corresponding
liabilities are recorded as part of Accounts payable and accrued liabilities.

Regulation of the Telecommunications Industry

Some of our subsidiaries, such as Bell Canada and Bell Aliant, are regulated by the Canadian Radio-television and Telecommunications Commission (CRTC) pursuant to the
Telecommunications Act. Although the majority of our services are forborne from economic regulation, our business is affected by CRTC decisions over the prices we charge
for specific services that remain subject to economic regulation and other operating requirements.

Recent Changes to Accounting Policies and Standards

General Standards of Financial Presentation

The Canadian Accounting Standards Board (AcSB) amended section 1400, General Standards of Financial Statement Presentation, to include a requirement that
management make an assessment of an entity’s ability to continue as a going concern when preparing financial statements. These changes came into effect on
January 1, 2008 and did not impact our financial statements.

Capital Disclosures

The AcSB issued section 1535, Capital Disclosures, which establishes standards for disclosing qualitative and quantitative information about an entity’s capital and how it is
managed to enable users to evaluate the objectives, policies and processes for managing capital. These changes came into effect on January 1, 2008 and are disclosed in
Note 20, Financial and Capital Management.

Inventory

The AcSB issued section 3031, Inventories, which establishes guidance on the determination of cost of inventory and its subsequent recognition as an expense, including
any write-down to net realizable value. It also provides guidance on the cost formulas that are used to assign costs to inventories. These changes came into effect on
January 1, 2008 and the effect of adopting this section was not significant.

Financial Instruments

The AcSB issued section 3862, Financial Instruments — Disclosures and section 3863, Financial Instruments — Presentation.
Section 3862 establishes disclosure requirements that enable users to evaluate:

e the significance of financial instruments for the entity’s financial position and performance; and
e the nature and extent of risks arising from financial instruments to which the entity is exposed during the period and at the balance sheet date, and how the entity
manages those risks.

Section 3863 establishes standards for presentation of financial instruments and non-financial derivatives. It deals with the classification of financial instruments, from the
perspective of the issuer, between liabilities and equity, the classification of related interest, dividends, losses and gains, and the circumstances in which financial assets and
financial liabilities are offset.

These two sections came into effect on January 1, 2008, replacing section 3861, Financial Instruments — Disclosures and Presentation. These changes are disclosed in
Note 20, Financial and Capital Management.

The AcSB also amended section 3855, Financial Instruments — Recognition and Measurement, section 3862, Financial Instruments — Disclosures and section 3863,
Financial Instruments — Presentation, to permit reclassification of a financial asset out of held-for-trading or AFS categories in specific circumstances. These amendments,
including the related disclosure requirements, apply to reclassifications made on or after July 1, 2008. These amendments did not impact our financial statements.

Future Changes to Accounting Standards

Goodwill and Intangible Assets

The AcSB issued section 3064, Goodwill and Intangible Assets, which establishes standards for the recognition, measurement, presentation and disclosure of intangible
assets. Standards relating to goodwill are unchanged from those included in section 3062. Section 3064 comes into effect on January 1, 2009, replacing section 3062,
Goodwill and Other Intangible Assets and section 3450, Research and Development Costs. The effect of adopting this section is not expected to be significant.
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NOTE 2: GOING-PRIVATE TRANSACTION

On June 29, 2007, BCE Inc. entered into a definitive agreement, as subsequently amended (the Definitive Agreement), to be acquired by a corporation (the Purchaser)
owned by an investor group led by Teachers’ Private Capital, the private investment arm of the Ontario Teachers’ Pension Plan, and affiliates of Providence Equity
Partners Inc., Madison Dearborn Partners, LLC and Merrill Lynch Global Private Equity. The transaction was to be completed through a plan of arrangement and was
scheduled to close on or before December 11, 2008.

The closing of the privatization transaction (the Privatization) was contingent upon the fulfillment of several closing conditions, including, pursuant to Section 8.1(f) of the
Definitive Agreement, the receipt at the effective time of a positive solvency opinion from KPMG LLP (KPMG).

On December 11, 2008, BCE Inc. announced that it had received from the Purchaser on December 10, 2008 a notice purporting to terminate the Definitive Agreement.
BCE Inc. disputes that the Purchaser was entitled to terminate the Definitive Agreement on December 10, 2008, as such notice was delivered prematurely, prior to the
outside date for closing of the transaction, and is therefore invalid. Also on December 11, 2008, BCE Inc. announced that it had received confirmation from KPMG that it
would not be able to deliver an opinion that BCE Inc. would meet, post transaction, the solvency tests set out in the Definitive Agreement. All closing conditions had been
satisfied by BCE Inc., other than the solvency opinion, a condition to closing that was to be satisfied by its nature at the effective time.

In light of these developments, BCE Inc. terminated the Definitive Agreement in accordance with its terms on December 12, 2008.

NOTE 3: SEGMENTED INFORMATION

The accounting policies used by the segments are the same as those we describe in Note 1, Significant Accounting Policies. Segments negotiate sales with each other as if
they were unrelated parties.

We measure the profitability of each segment based on its operating earnings before interest, income taxes, and depreciation and amortization (EBITDA). For financial
reporting purposes, we allocate depreciation and amortization, and restructuring and other to the segments to calculate operating income by segment.

Our operations, including most of our revenues, capital assets and goodwill, are located in Canada.

Our results of operations are reported in four segments: Bell Wireline, Bell Wireless, Bell Aliant and Telesat. Our reporting structure reflects how we manage our business
and how we classify our operations for planning and measuring performance. Accordingly, we operate and manage our segments as strategic business units organized by
products and services. Substantially all of our interest expense, other (expense) income, income tax and non-controlling interest are managed on a total company basis and
are, accordingly, not reflected in segment results. The inter-segment eliminations eliminate any intercompany transactions included in each segment’s results. During the third
quarter of 2008, certain elements of our operating segments were realigned to reflect changes in our management accountability for operations. Our reportable segments did
not change.

The Bell Wireline segment provides local telephone, long distance, data (including Internet access), video and other services to Bell Canada’s residential, small and
medium-sized business and large enterprise customers, primarily in the urban areas of Ontario and Québec. Video services are provided nationwide. Also included in this
segment is our wholesale business, which provides and purchases local telephone, long distance, data and other services to resellers and other carriers.

The Bell Wireless segment provides wireless telephone and paging services and products to Bell Canada’s residential, small and medium-sized business and large
enterprise customers across Canada.

The Bell Aliant segment provides local telephone, long distance, Internet, data, wireless and other information and communications technology solutions to residential and
business customers in the Atlantic provinces, and in rural Ontario and Québec.

Telesat provides satellite communications and systems management and also provides consulting services in establishing, operating and upgrading satellite systems
worldwide. On October 31, 2007, we sold Telesat, which represents all of our Telesat segment. We have maintained continuing commercial arrangements between Telesat
and Bell TV that provide Bell TV continued access to current and expanded satellite capacity. As a result of these arrangements, we have not accounted for Telesat as a
discontinued operation.
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Segmented Information

INTER- INTER-
SEGMENT SEGMENT

BELL BELL ELIMINA- BELL ELIMINA- CONSOLI-
WIRELINE WIRELESS TIONS BELL ALIANT TELESAT TIONS DATED

For the year ended December 31, 2008

Operating revenues

External customers 10,272 4,435 - 14,707 2,991 - - 17,698
Inter-segment 368 46 (248) 166 341 - (507) -
Total operating revenues 10,640 4,481 (248) 14,873 3,332 - (507) 17,698
Operating expenses (6,772) (2,711) 248 (9,235) (1,966) - 507 (10,694)
Depreciation and amortization of intangible assets (2,193) (492) - (2,685) (584) - - (3,269)
Restructuring and other (773) (37) - (810) (61) - - (871)
Operating income 902 1,241 - 2,143 721 - - 2,864
Other expense (253)
Interest expense (791)
Income taxes (469)
Non-controlling interest (320)
Earnings from continuing operations 1,031
Segment assets 25,838 7,821 - 33,659 6,306 - (302) 39,663
Capital expenditures 1,966 493 - 2,459 529 - - 2,988
Advanced wireless services spectrum licences - 741 - 741 - - - 741

For the year ended December 31, 2007

Operating revenues

External customers 10,379 4,105 - 14,484 2,949 319 - 17,752
Inter-segment 340 59 (227) 172 398 139 (709) -
Total operating revenues 10,719 4,164 (227) 14,656 3,347 458 (709) 17,752
Operating expenses (6,840) (2,524) 227 (9,137) (2,048) (195) 622 (10,758)
Depreciation and amortization of intangible assets (2,121) (438) - (2,559) (562) (106) 43 (3,184)
Restructuring and other (304) (4) - (308) (23) - - (331)
Operating income 1,454 1,198 - 2,652 714 157 (44) 3,479
Other income 2,405
Interest expense (859)
Income taxes (735)
Non-controlling interest (331)
Earnings from continuing operations 3,959

Segment assets 25,447 6,878 - 32,325 6,292 - (387) 38,230



Capital expenditures 1,960 455 - 2,415 541 188 - 3,144
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Segmented Information
INTER- INTER-
SEGMENT SEGMENT
BELL BELL ELIMINA- BELL ELIMINA- CONSOLI-
WIRELINE WIRELESS TIONS BELL ALIANT TELESAT TIONS DATED
For the year ended December 31, 2006
Operating revenues
External customers 10,474 3,797 - 14,271 2,940 343 - 17,554
Inter-segment 356 52 (240) 168 361 136 (665) -
Total operating revenues 10,830 3,849 (240) 14,439 3,301 479 (665) 17,554
Operating expenses (6,967) (2,424) 240 (9,151) (1,968) (216) 571 (10,764)
Depreciation and amortization of intangible assets (2,044) (438) - (2,482) (579) (121) 60 (3,122)
Restructuring and other (296) 3) - (299) (55) - - (354)
Operating income 1,523 984 - 2,507 699 142 (34) 3,314
Other expense (187)
Interest expense (940)
Income taxes (75)
Non-controlling interest (219)
Earnings from continuing operations 1,893
Capital expenditures 1,901 498 - 2,399 517 205 - 3,121
Revenues by Product
FOR THE YEAR ENDED DECEMBER 31 2008 2007 2006
Revenues
Local and access 3,360 3,617 3,785
Long distance 1,165 1,219 1,327
Data 3,721 3,574 3,521
Wireless 4,058 3,773 3,464
Video 1,450 1,317 1,150
Equipment and other 953 984 1,024
Total external revenues 14,707 14,484 14,271
Inter-segment revenues 166 172 168
Bell 14,873 14,656 14,439
Bell Aliant 3,332 3,347 3,301
Telesat - 458 479
Inter-segment eliminations (507) (709) (665)
BCE 17,698 17,752 17,554
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NOTE 4. RESTRUCTURING AND OTHER
FOR THE YEAR ENDED DECEMBER 31 2008 2007 2006
Employee costs
Bell (274) (63) (81)
Bell Aliant (54) (23) (11)
Real estate
Bell (81) (77) (72)
Bell Aliant (7 (4) -
Total restructuring costs (416) (167) (164)
Other charges (455) (164) (190)
Total restructuring and other (871) (331) (354)
The liability for restructuring costs at December 31, 2008 is as follows:
BELL CONSOLI-
BELL ALIANT DATED
Balance at December 31, 2007 127 23 150



2008 restructuring costs @ 264 54 318

Real estate 81 7 88
Less: Cash payments (267) (18) (285)
Balance at December 31, 2008 205 66 271

(1) Excludes amounts related to net benefit costs ($6 million), vacation pay ($3 million) and special bonus ($1 million) for Bell.

Restructuring Costs

Restructuring costs at Bell consist of:

e employee termination charges related to workforce reduction initiatives for the involuntary departure of approximately 2,770 employees in 2008, the voluntary and
involuntary departure of approximately 900 employees in 2007 and the involuntary departure of approximately 1,780 employees in 2006. Included in the 2007 charge
of $63 million is $26 million relating to a voluntary early retirement plan accepted by approximately 250 employees. Of the 250 employees, 202 received immediate
pension and post-employment benefits, and 190 of those also received an additional guaranteed pension payable up to 65 years of age. The remaining 48 employees
received a special cash allowance. The program is complete.

e real estate costs for relocating employees and closing real estate facilities that are no longer needed because of workforce reduction initiatives, charges for relocation
and lease vacancy, and buyout costs related to our plan to relocate employees to campus environments in Calgary, Toronto and Montréal. Our cumulative expense
since 2004 as a result of workforce reduction initiatives is $218 million and since 2007 for costs related to campus moves is $65 million. Included in 2008 real estate
costs of $81 million are charges of $32 million related to workforce reduction initiatives and $49 million related to our plan to relocate employees to campus
environments.

We expect to incur costs of approximately $41 million to relocate employees and close additional real estate facilities as a result of workforce initiatives, which will be
expensed as incurred in our Bell Wireline segment. We also expect to spend approximately $13 million for relocation costs and $38 million for lease vacancy and buyout
costs related to the campus moves. These costs will be recorded in our Bell Wireline segment with payments extending to 2024. Real estate costs in 2007 of $77 million
include $61 million related to workforce reduction initiatives and $16 million related to our plan to relocate employees to campus environments.

Restructuring costs at Bell Aliant consist mainly of employee termination charges related to workforce reduction initiatives. Employee termination charges in 2008 related
to involuntary employee departures.

Other Charges

We recorded other charges of $455 million in 2008 related primarily to $236 million accrued in other long-term liabilities for the CRTC's decision in the first quarter of 2008 on
the use of deferral account funds for the uneconomic expansion of broadband (see Note 25, Commitments and Contingencies), $187 million for employee retention (see Note
22, Stock-Based Compensation Plans), other costs associated with the Privatization (see Note 2, Going-Private Transaction) and costs related to Bell's rebranding. Of the
total other charges, $178 million was paid in 2008.

We recorded other charges of $164 million in 2007 related primarily to transaction costs associated with the Privatization (see Note 2, Going-Private Transaction),
employee retention costs (see Note 22, Stock-Based Compensation Plans) and a charge for uneconomic broadband expansion approved by the CRTC (see Note 25,
Commitments and Contingencies). The transaction costs relate mainly to financial advisory, professional and consulting fees. Of the total other charges, $63 million was paid
in 2007.

We recorded other charges of $190 million in 2006 related primarily to transaction costs associated with the formation of Bell Aliant. These transaction costs relate mainly
to financial advisory, professional and consulting fees. Of the total transaction costs, $133 million was paid in 2006, which is reflected as cash flows used in investing
activities in the statement of cash flows.
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NOTE 5: OTHER (EXPENSE) INCOME

FOR THE YEAR ENDED DECEMBER 31 NOTE 2008 2007 2006
(Losses) gains on investments 13 (308) 2,414 (26)
Interest income 97 47 57
Securitization losses 10 (52) (64) (57)
Premium on redemption of Bell Aliant debt - - (148)
Foreign currency gains (losses) 19 (32) (4)
Other (9) 39 9)
Total other (expense) income (253) 2,405 (187)

(Losses) Gains on Investments

Losses on investments of $308 million in 2008 resulted from write-downs of our AFS investments. The decline in fair values of these investments was assessed to be other
than temporary. The impairments were based on business valuations or quoted market prices. See Note 13, Other Long-Term Assets.
Gains on investments of $2,414 million in 2007 resulted mainly from:

e a $2,300 million gain on the sale of Telesat, our satellite services subsidiary, on October 31, 2007
e a $92 million dilution gain from the privatization of the Bell Nordig Income Fund in the first quarter of 2007.

In 2006, losses on investments of $26 million included a loss of $36 million as a result of our decision to exit a line of business, partly offset by a $9 million gain on the
acquisition of certain shares by the Bell Canada pension fund.

Premium on Redemption of Bell Aliant Debt

In 2006, Bell Aliant recorded a $148 million charge for premium costs on early redemption of its debt. Included in the total charge for the year was a premium cost of
$122 million as a result of the formation of Bell Aliant all of which was paid in 2006 and is reflected as cash flows used in investing activities in the statement of cash flows:

e $40 million, incurred on June 30, 2006, on the early redemption of all of its outstanding 10.75% First Mortgage Bonds, Series T and, on July 4, 2006, the early
redemption of all of its outstanding 11.4% First Mortgage Bonds, Series V

e $82 million, incurred on July 4, 2006, at which date Bell Aliant redeemed all of its outstanding 8.30% Debentures, Series 2; 9.70% Debentures, Series 4; 9.05%
Debentures, Series 5; 10.6% First Mortgage Bonds, Series T; 11.15% First Mortgage Bonds, Series U; 9.77% First Mortgage Bonds, Series V; and 8.76% First
Mortgage Bonds, Series W.

NOTE 6: INTEREST EXPENSE

FOR THE YEAR ENDED DECEMBER 31 NOTE 2008 2007 2006
Interest expense on long-term debt (755) (812) (909)
Interest expense on other debt (36) (56) (43)

Capitalized interest 12 - 9 12




Total interest expense (791)

(859)

(940)

Included in interest expense on long-term debt is $99 million of interest on capital leases for 2008, $61 million for 2007, and $54 million for 2006. The sale of Telesat resulted

in the recognition of interest expense on capital leases on the satellites used by Bell TV.
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NOTE 7: INCOME TAXES

The following table reconciles the amount of reported income tax expense in the statements of operations with income tax expense at Canadian statutory rates of 32.6%

in 2008 and 34.7% in 2007 and 2006.

FOR THE YEAR ENDED DECEMBER 31 2008 2007 2006
Income tax expense computed at statutory rates (593) (1,744) (759)
Non-taxable portion of (losses) gains on investments (97) 420 (29)
Non-taxable portion of Bell Aliant’s income 109 111 53
Resolution of uncertain tax positions @ 70 348 153
Recognition of previously unrecognized capital and non-capital loss carryforwards @ 17 - 434
Effect of changes in future tax rates on temporary differences 4 87 56
Large corporations tax - - 19
Other 21 43 (12)
Total income tax expense (469) (735) (75)

(1) Included in this amount for 2007 are settlements with tax authorities on uncertain tax positions in connection with the sale of an investment in a prior year and other audit issues.

(2) In 2006, we recognized a future tax asset of $434 million, representing the tax-effected amount of approximately $2,341 million of previously unrecognized capital loss carryforwards, as realization of the loss carryforwards was

more likely than not due to the anticipated gain on the sale of Telesat.

The following table shows the significant components of income tax expense that related to earnings from continuing operations.

FOR THE YEAR ENDED DECEMBER 31 2008 2007 2006
Current income taxes (340) (322) (88)
Future income taxes
Recognition and utilization of loss carryforwards (61) (478) 244
Resolution of uncertain tax positions 70 348 153
Effect of changes in future tax rates on temporary differences 4 87 56
Change in temporary differences and other (142) (370) (440)
Total income tax expense (469) (735) (75)

The following table 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.

NOTE 2008 2007
Non-capital loss carryforwards 215 276
Employee benefit plans 104 120
Property, plant and equipment and finite-life intangible assets (794) (602)
Indefinite-life intangible assets (426) (402)
Investment tax credits (240) (213)
Partnership income deferral (116) (183)
Other (574) (709)
Total future income taxes (1,831) (1,713)
Future income tax balances are comprised of:
Future income tax asset — current portion 86 71
Future income tax asset — long-term portion 13 78 126
Future income tax liability — current portion 15 (87) (71)
Future income tax liability — long-term portion 18 (1,908) (1,839)
Total future income taxes (1,831) (1,713)

(1) The taxation year end of certain of Bell Aliant’'s corporate subsidiaries differs from their partnership year ends. This results in a deferral of partnership income for tax purposes.
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e recognized a future tax asset of $215 million, of which $168 million related to Bell Aliant, for financial reporting purposes for approximately $661 million of the non-
capital loss carryforwards. Of the total non-capital loss carryforwards recognized, $57 million expires in varying annual amounts until the end of 2018. The balance

expires in varying annual amounts from 2019 to 2028.

e did not recognize a future tax asset for financial reporting purposes in respect of approximately $137 million of the non-capital loss carryforwards. This balance expires

in varying annual amounts from 2019 to 2028.

At December 31, 2008, BCE had $972 million in unrecognized capital loss carryforwards which can be carried forward indefinitely.

NOTE 8: DISCONTINUED OPERATIONS

FOR THE YEAR ENDED DECEMBER 31 2008

2007

2006

Expertech US (43)

®3)

@)



ADS (5) 114 11

Bell Canada International Inc. (BCI) - 25 52
CTVglobemedia - 2 7
CGlI Group Inc. (CGI) - - 63
other @ (40) (40) 17)
Net (loss) gain from discontinued operations (88) 98 114

(1) Due mainly to asset impairments related to our decisions to cease operations or to sell certain of our businesses.

The following table is a summarized statement of operations for the discontinued operations.

FOR THE YEAR ENDED DECEMBER 31 2008 2007 2006
Revenue 89 135 1,147
(Loss) income from discontinued operations (38) (35) 96
(Loss) gain from discontinued operations (55) 338 106
Income tax recovery (expense) on operating (loss) income - 5 (42)
Income tax expense on gain - (56) (14)
Non-controlling interest 5 (154) (32)
Net (loss) gain from discontinued operations (88) 98 114

Expertech US

During the fourth quarter of 2008, we decided to sell our investment in Expertech US. As such, we have accounted for Expertech US as a discontinued operation and no
longer consolidate its financial results. The anticipated loss on sale of Expertech US is $15 million and has been recorded in the fourth quarter of 2008. Expertech US was
previously included in the Bell Wireline segment.

ADS

In February 2007, Yellow Pages Group (YPG), through Yellow Pages Income Fund, and Bell Aliant announced that they had entered into a memorandum of understanding
for YPG to acquire the assets of ADS, a partnership held 87.14% by Bell Aliant and the balance by YPG. At March 31, 2007, we accounted for ADS as a discontinued
operation and no longer proportionately consolidated its financial results. ADS was previously included in the Bell Aliant segment.

On April 30, 2007, the transaction was completed and we realized net proceeds of $327 million. The gain on disposition was approximately $110 million.

BCI

In June 2007, we recorded a return of capital of $25 million from BCI, which reflected the final distribution in the context of BCI's plan of arrangement.
In 2006, as part of its liquidation process, BCE received a return of capital from BCI of $156 million on which we recorded a gain of $52 million.

CTVglobemedia

On August 30, 2006, we reduced our interest in CTVglobemedia to 20% from 68.5% and received net proceeds of approximately $665 million. The proceeds were offset by
the deconsolidation of CTVglobemedia’s cash on hand of $35 million. The net loss on disposition was $4 million. Goodwill of $1,920 million was included in the net assets
sold. In January 2006, we received $607 million as a return of capital stemming from the recapitalization of CTVglobemedia.

In September 2006, CTVglobemedia completed its take-over bid for CHUM Limited. As a result of the transaction our interest in CTVglobemedia was reduced to 15%. Our
remaining investment in CTVglobemedia is accounted for using the cost method.

CGl

On January 12, 2006, CGI bought 100 million of its Class A shares from us and we realized total net proceeds of $849 million. The proceeds were offset by the
deconsolidation of CGI’s cash on hand of $81 million. The gain on disposition was $79 million. Goodwill of $674 million was included in the net assets sold.
Upon closing of the transaction, our current information services/technology outsourcing contract with CGI was extended by four years to June 2016.
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On April 6, 2006, we exercised our CGI warrants to acquire Class A shares at a cost of $21 million. In addition, we recorded a loss of $17 million in the second quarter
of 2006, which represented a write-down of our remaining investment in CGI, which was available for sale, to fair market value based on its market price at June 30, 2006.

Included in the net gain from discontinued operations in 2006 is a loss of $1 million, which represented a further write-down of our investment in CGl as a result of the
Bell Canada pension fund’s acquisition of our remaining 31.4 million CGI shares.

NOTE 9: EARNINGS PER SHARE

The following table is a reconciliation of the components used in the calculation of basic and diluted earnings per common share from continuing operations.

2008 2007 2006
Earnings from continuing operations

Earnings from continuing operations 1,031 3,959 1,893
Dividends on preferred shares (124) (131) (70)
Earnings from continuing operations — basic 907 3,828 1,823
Weighted average number of common shares outstanding (in millions)

Weighted average number of common shares outstanding — basic 805.8 804.8 861.4
Assumed exercise of stock options @ 1.4 2.1 0.2
Weighted average number of common shares outstanding — diluted 807.2 806.9 861.6

(1) 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, which are options that would not be
exercised because their exercise price is higher than the average market value of a BCE Inc. common share. The number of excluded options was 4,646,531 in 2008, 5,278,529 in 2007 and 18,479,608 in 2006.

NOTE 10: ACCOUNTS RECEIVABLE

AT DECEMBER 31 2008 2007

Trade accounts receivable 1,405 1,403
Allowance for doubtful accounts (132) (127)



Allowance for revenue adjustments (82) (92)

Income taxes receivable 63 124
Investment tax credits 408 427
Other accounts receivable 175 166
Total accounts receivable 1,837 1,902

Securitization of Accounts Receivable

At December 31, 2008, an interest of a total of $1,140 million of Bell Canada’s accounts receivable had been sold to a securitization trust for cash ($1,112 million in cash at
December 31, 2007) under a revolving sales agreement that expires on December 31, 2011. Bell Canada had a retained interest of $130 million in the pool of accounts
receivable at December 31, 2008 ($149 million at December 31, 2007), which equals the amount of overcollateralization in the receivables sold.

At December 31, 2008, an interest of a total of $165 million of Bell Aliant’s accounts receivable had been sold to a securitization trust for cash ($220 million in cash at
December 31, 2007) under a revolving sales agreement that expires on July 7, 2011. Bell Aliant had a retained interest of $44 million in the pool at December 31, 2008
($61 million at December 31, 2007).

Bell Canada and Bell 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 Bell Aliant, which means that Bell Canada and Bell 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 Bell Aliant accounts receivable until the agreements expire. The
buyers and their investors have no further claim on Bell Canada’s and Bell Aliant’s other assets if customers do not pay amounts owed.

In 2008, we recognized a loss of $52 million on the revolving sale of accounts receivable for the combined securitizations, compared to losses of $64 million in 2007 and
$57 million in 2006.

The following table shows balances for the combined securitizations at December 31, 2008 and the assumptions that were used in the model on the date of transfer and at
December 31, 2008. 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.
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RANGE FOR 2008 2008 2007
Securitized interest in accounts receivable 1,305 1,332
Retained interest 174 210
Servicing liability 2 2
Average accounts receivable managed 2,091 2,040
Assumptions
Cost of funds 4.05%-4.93% 4.05% 4.74%
Average delinquency ratio 11.60%-12.97% 11.60% 12.10%
Average net credit loss ratio 0.96%-1.14% 0.96% 1.06%
Weighted average life (days) 37 37 36
Servicing fee liability 2.00% 2.00% 2.00%

The following table is a summary of certain cash flows received from and paid to the trusts during the year.

FOR THE YEAR ENDED DECEMBER 31 2008 2007
Collections reinvested in revolving sales 18,374 18,579
Decrease in sale proceeds 27) (6)

NOTE 11: INVENTORY

AT DECEMBER 31 2008 2007
Inventory
Work in progress 54 68
Finished goods 236 218
Provision (18) (22)
Total inventory 272 264

The total amount of inventories recognized as an expense was $1,344 million in 2008, $1,313 million in 2007 and $1,217 million in 2006.

NOTE 12: CAPITAL ASSETS

2008 2007
ACCUMULATED NET BOOK ACCUMULATED NET BOOK
AT DECEMBER 31 CoSsT AMORTIZATION VALUE cosT AMORTIZATION VALUE
Property, plant and equipment
Telecommunications assets
Inside plant 21,408 15,782 5,626 20,818 14,987 5,831
Outside plant 16,401 10,754 5,647 15,492 10,306 5,186
Station equipment 3,322 1,728 1,594 3,070 1,563 1,507
Machinery and equipment 7,009 4,567 2,442 6,451 4,072 2,379
Buildings 3,459 1,570 1,889 3,171 1,527 1,644
Plant under construction 1,099 - 1,099 1,305 - 1,305
Satellites 1,395 562 833 849 482 367
Land 77 - 77 76 — 76
Other 333 133 200 370 72 298
Total property, plant and equipment 54,503 35,096 19,407 51,602 33,009 18,593
Finite-life intangible assets
Software 4,840 2,865 1,975 4,507 2,540 1,967
Customer relationships 874 169 705 625 120 505
Other 33 16 17 12 9 3
Total finite-life intangible assets 5,747 3,050 2,697 5,144 2,669 2,475

Indefinite-life intangible assets
Brand name 2,014 - 2,014 1,986 - 1,986



Spectrum licences - 1,667 911 - 911
Cable licences - 16 16 - 16
Total indefinite-life intangible assets - 3,697 2,913 - 2,913
Total capital assets 38,146 25,801 59,659 35,678 23,981
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The cost of assets under capital leases was $3,396 million at December 31, 2008 and $2,508 million at December 31, 2007. Additions to assets under capital leases were
$935 million in 2008, mainly from capital leases related to a new satellite that became operational in 2008 as well as our campus initiatives, and $251 million in 2007. The net
book value of these assets was $2,218 million at December 31, 2008 and $1,531 million at December 31, 2007. The sale of Telesat in 2007 resulted in the recognition of

capital leases on the satellites used by Bell TV (see Note 14, Goodwiill).

Depreciation of property, plant and equipment was $2,537 million in 2008, $2,547 million in 2007 and $2,504 million in 2006. Amortization of finite-life intangible assets
was $731 million in 2008, $634 million in 2007 and $615 million in 2006. Included in depreciation of property, plant and equipment is depreciation of capital leases of

$257 million in 2008, $143 million in 2007 and $132 million in 2006.

We did not capitalize interest costs in 2008 ($9 million in 2007 and $12 million in 2006).

Additions to finite-life intangible assets were $486 million in 2008 and $526 million in 2007. The future annual amortization expense for finite-life intangible assets,

calculated based on the asset values as at December 31, 2008, is as follows.

YEAR ENDING DECEMBER 31

2009 (700)
2010 (495)
2011 (327)
2012 (200)
2013 (102)
Total estimated amortization expense (1,824)
NOTE 13: OTHER LONG-TERM ASSETS

AT DECEMBER 31 NOTE 2008 2007
Accrued benefit asset 24 1,636 1,524
Future income taxes 7 78 126
AFS publicly-traded and privately-held securities 275 666
Investment tax credits ¥ 130 239
Long-term notes and other receivables 151 234
Other 343 291
Total other long-term assets 2,613 3,080

(1) Ourinvestment tax credits expire in varying annual amounts until the end of 2028.

Amortization of deferred charges was $1 million in 2008, $3 million in 2007 and $3 million in 2006.

NOTE 14: GOODWILL

The consolidated statements of operations include the results of acquired businesses from the date they were purchased. We cease including results from businesses we
have sold on the date they are sold. The following table provides details about the changes in the carrying amounts of goodwill for the years ended December 31, 2008

and 2007.
BELL BELL BELL CONSOLI-
WIRELINE WIRELESS ALIANT TELESAT DATED
Balance — December 31, 2006 2,451 2,175 700 97 5,423
2007 acquisitions 18 - 438 - 456
Contingent consideration paid in respect of a prior year's acquisition 2 - - - 2
Issuance of units by Bell Aliant - - (36) - (36)
Repurchase of units at Bell Aliant - - 107 - 107
Sale of Telesat - - - (97) (97)
Balance — December 31, 2007 2,471 2,175 1,209 - 5,855
2008 acquisitions 29 11 9 - 49
Contingent consideration paid in respect of a prior year's acquisition 3 - - - 3
Adjustments from completion of prior year’s purchase price allocation 3) - (194) - (297)
Repurchase of units at Bell Aliant - - (48) - (48)
Other 3) - - - 3)
Balance — December 31, 2008 2,497 2,186 976 - 5,659
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Sale of Telesat

On October 31, 2007, we sold Telesat, our satellite services subsidiary, which represents our Telesat segment.

on sale was approximately $1,893 million, net of taxes of $407 million.

Bell Nordig Income Fund
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We realized net cash proceeds of $3,123 million and the gain



In January 2007, Bell Aliant purchased the remaining 36.7% interest that it did not already own in NorthernTel Limited Partnership and Télébec Limited Partnership (Télébec),
the operating partnerships of the Bell Nordig Income Fund, held through Bell Nordig Group Inc. (Bell Nordiq). Goodwill was recognized on the transaction because the value
of the net assets was lower than the future earnings potential. None of the goodwill is deductible for tax purposes.

Immediately prior to the acquisition, Bell Nordig Income Fund unit holders received a special distribution of $4.00 cash per unit and, on January 30, 2007, received 0.4113
of a Bell Aliant unit for each Bell Nordig Income Fund unit held. As a result, our non-controlling interest increased by $156 million.

In 2008, Bell Aliant finalized the purchase price allocation relating to this acquisition.

Repurchase of Units at Bell Aliant

In 2007, Bell Aliant repurchased 10.6 million outstanding units for a total cash outlay of $330 million as part of the normal course issuer bid (NCIB). No further units were
repurchased in 2008 and the NCIB program was terminated on February 27, 2008.

Bell Aliant’s 2007 NCIB program, in which we did not participate, resulted in a 2% increase in our ownership of Bell Aliant, which we recorded as an increase to our
goodwill of $107 million. In 2008, we finalized the allocation of goodwill, which had the following impact on our balance sheet:

e goodwill decreased by $48 million

e property, plant and equipment increased by $4 million
o finite-life intangibles increased by $63 million

e other long-term liabilities increased by $19 million.

Purchase Price Allocations

The purchase price allocations for all 2008 acquisitions include certain estimates. The final purchase price allocation for each business acquisition will be complete within 12
months of the acquisition date.
The following tables summarize the fair values assigned to each major asset and liability class for each of the last three years.

2008 Business Combinations

All acquisitions in 2008 were individually insignificant.

TOTAL

Consideration given

Cash 53
Purchase price 53
Property, plant and equipment 11
Finite-life intangible assets @

Customer relationships 6
Indefinite-life intangibles

Brand 1

Licences 1
Non-controlling interest (15)
Fair value of net assets acquired 4
Goodwill @ 49

(1) The customer relationships are being amortized over a weighted average period of seventeen years.
(2) $9 million is deductible for tax purposes.
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2007 Business Combinations

BELL NORDIQ OTHER TOTAL

Consideration given

Cash 135 24 159

Acquisition costs 4 - 4

Non-cash 394 (2) 392
Purchase price 533 22 555
Property, plant and equipment 37 2 39
Finite-life intangible assets @

Customer relationships 186 3 189

Roaming agreements 4 - 4
Indefinite-life intangible assets

Brand 27 - 27

Licences 14 - 14
Long-term debt (3) - (3)
Other long-term liabilities (72) - (72)
Non-controlling interest 95 2 97
Fair value of net assets acquired 289 7 296
Goodwill @ 244 15 259

(1) The customer relationships and the roaming agreements are being amortized over weighted average periods of twenty-three and four years, respectively.
(2) $8 million is deductible for tax purposes.

2006 Business Combinations
All acquisitions in 2006 were individually insignificant.

TOTAL

Consideration given



Cash 66

Acquisition costs 2
Non-cash 1
Purchase price 69
Non-cash working capital 4
Property, plant and equipment 2
Finite-life intangible assets @
Customer relationships 15
Licences 4
Other long-term assets 2
Long-term debt (2)
Other long-term liabilities (4)
Non-controlling interest 5
26
Cash and cash equivalents 3
Fair value of net assets acquired 29
Goodwill @ 40

(1) The customer relationships and licences are being amortized over a weighted average period of six years.
(2) $6 million is deductible for tax purposes.

NOTE 15: ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

AT DECEMBER 31 NOTE 2008 2007
Trade accounts payable and accruals 1,735 1,432
Compensation payable 502 592
Deferred revenues 540 497
Taxes payable 161 227
Restructuring costs payable 194 68
Future income taxes 7 87 71
Other current liabilities 319 367
Total accounts payable and accrued liabilities 3,538 3,254

NOTE 16: DEBT DUE WITHIN ONE YEAR

WEIGHTED WEIGHTED
AVERAGE AVERAGE
AT DECEMBER 31 NOTE  INTEREST RATE MATURITY 2008 2007
Bank advances 2.59% N/A 217 214
Notes payable 4.75% 30 days 29 40
Total bank advances and notes payable 246 254
Long-term debt due within one year
BCE Inc. 650 -
Bell Canada 1,189 405
Bell Aliant 116 62
1,955 467
Unamortized premium 7 8
Unamortized debt issuance costs (7 (8)
Total long-term debt due within one year 17 1,955 467
Total debt due within one year 2,201 721

N/A: Not applicable

102 BCE Inc. — 2008 Annual Report

Notes to Consolidated Financial Statements

Restrictions
Some of the credit agreements:

e require us to meet specific financial ratios
e require us to maintain a certain level of Bell Canada voting shares.

We are in compliance with all conditions and restrictions.

Credit Facilities

Debt due within one year includes $324 million drawn under our committed credit facilities, with an additional $51 million included in long-term debt. These amounts do not
include $585 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 $2,835 million at December 31, 2008. BCE Inc. and Bell Canada’s current commercial paper credit lines expire in August 2009 and Bell Aliant’s current
commercial paper credit lines expire in July 2011.

BCE Inc., Bell Canada and Bell 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 $1,677 million at December 31, 2008. BCE Inc., Bell Canada and Bell Aliant had
no commercial paper outstanding at December 31, 2008.

NOTE 17: LONG-TERM DEBT



WEIGHTED
AVERAGE

AT DECEMBER 31 NOTE INTEREST RATE MATURITY 2008 2007
BCE Inc. @ 7.35% 2009 650 650
Bell Canada ®
Debentures

1997 trust indentures 6.14% 2009-2035 4,400 4,400

1976 trust indentures 9.78% 2009-2054 1,770 1,722
Subordinated debentures 8.21% 2026-2031 275 275
Capital leases 6.95% 2009-2047 2,129 1,487
Other 230 101
Total — Bell Canada 8,804 7,985
Bell Aliant ©
Non-revolving term facility Floating 2009 100 100
Debentures, notes and bonds 5.29% 2009-2037 2,395 2,447
Other 81 33
Total — Bell Aliant 2,576 2,580
Total debt 12,030 11,215
Unamortized premium @@ 66 72
Unamortized debt issuance costs (42) (54)
Less: Amount due within one year 16 (1,955) (467)
Total long-term debt 10,099 10,766

Restrictions

Some of the debt agreements:

e require us to meet specific financial ratios
e impose covenants, maintenance tests and new issue tests

e require us to maintain a certain level of Bell Canada voting shares.

We are in compliance with all conditions and restrictions.

(a) BCE Inc.

All of the debt is unsecured.

(b) Bell Canada

All debentures are unsecured. They include US$200 million maturing in 2010, which has been swapped into Canadian dollars.

(c) Bell Aliant

All debentures, notes and bonds are issued under trust indentures and are unsecured with the exception of Télébec’s debentures of $100 million, which are secured by a
mortgage on a property located in the province of Québec. As at December 31, 2008, the carrying value of this property is $12 million. All notes, bonds and debentures are
issued in series and certain series are redeemable at Bell Aliant’s option prior to maturity at the prices, times and conditions specified in each series.

(d) Unamortized Premium

This amount 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.
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NOTE 18: OTHER LONG-TERM LIABILITIES
AT DECEMBER 31 NOTE 2008 2007
Future income taxes 7 1,908 1,839
Accrued benefit liability 24 2,090 2,032
Deferral account commitment 4 273 -
Deferred revenue on long-term contracts 178 177
Deferred contract payments 89 130
Restructuring costs payable 77 82
Other 331 370
Total other long-term liabilities 4,946 4,630
NOTE 19: NON-CONTROLLING INTEREST
AT DECEMBER 31 2008 2007
Non-controlling interest in subsidiaries

Bell Aliant 1,061 1,102

Other 19 1
Total non-controlling interest 1,080 1,103

NOTE 20: FINANCIAL AND CAPITAL MANAGEMENT



Financial Management

Management'’s objectives are to protect BCE Inc. and its subsidiaries on a consolidated basis against material economic exposures and variability of results against various
financial risks that include credit risk, liquidity risk, interest rate risk, foreign exchange risk and equity price risk. To minimize our exposure, we enter into derivative financial
instruments to manage our risk as it relates to interest rate risk, foreign exchange risk and equity price risk. We do not use derivative instruments for speculative purposes.

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 that may be issued
under our compensation plans (SCPs and DSUs). We do not use derivative instruments for speculative purposes, as such we are not exposed to any significant liquidity risks
relating to them.

The following derivative instruments were outstanding at December 31, 2008:

interest rate swaps that hedge interest rate risk on a portion of our long-term debt

cross-currency swaps and foreign exchange forward contracts that hedge foreign currency risk on a portion of our long-term debt
foreign exchange forward contracts that hedge certain purchase commitments

forward contracts on BCE Inc. common shares that hedge the fair-value exposure related to SCPs and DSUs.

As at December 31, 2008, the amount of hedge ineffectiveness recorded in Other (expense) income in the statement of operations was not material.
In January 2009, we entered into derivative instruments to hedge $162 million of our RSU obligation. See Note 22, Stock-based Compensation Plans, for details on our
RSU program.

Credit Risk

We are exposed to credit risk from operating activities and certain financing activities, the maximum exposure of which is represented by the carrying amounts reported on
the balance sheet.

We are exposed to credit risk if counterparties to our accounts receivable and derivative instruments are unable to meet their obligations. The concentration of credit risk
from our customers is minimized because we have a large and diverse customer base. We regularly monitor our credit risk and credit exposure. There was minimal credit risk
relating to derivative instruments at December 31, 2008. We deal with institutions that have strong credit ratings and as such we expect that they will be able to meet their
obligations.

The following table provides the change in allowance for doubtful accounts for trade accounts receivable.

Balance at December 31, 2007 (127)
Additions (66)
Use 61

Balance at December 31, 2008 (132)

For many of our customers, accounts receivable are written off directly to bad debt expense if the account has not been collected after a pre-determined period of time.
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The following tables provide further details on trade accounts receivable past due but not provisioned.

AT DECEMBER 31 2008 2007
Trade accounts receivable not past due 945 931
Trade accounts receivable past due and not provisioned
Under 60 days 105 81
60 to 120 days 138 133
Over 120 days 85 131
Trade accounts receivable, net of allowance for doubtful accounts 1,273 1,276
Liquidity Risk

We generate enough cash from our operating activities to fund our operations and fulfill our obligations as they become due. We have sufficient committed financing facilities
in place should our cash requirements exceed cash generated from our operations.

Financial liabilities that are due within one year have been classified as current and presented as such on the balance sheet. The following table is a maturity analysis for
each of the next five years and thereafter for financial liabilities with maturities that are greater than one year, including capital leases.

THERE-

2009 2010 2011 2012 2013 AFTER TOTAL

Long-term debt 1,626 1,039 1,006 511 86 5,608 9,876

Notes payable and bank advances 246 - - - - - 246

Capital leases 475 299 333 207 246 1,849 3,409
Interest payable on long-term debt,

notes payable and bank advances 617 511 457 392 379 5,712 8,068

Net interest receipts on derivatives (7) 9) (14) (14) (14) (50) (108)

Total 2,957 1,840 1,782 1,096 697 13,119 21,491

(1) Imputed interest included in capital leases is $1,255 million.

Market Risk
CURRENCY EXPOSURES

We use cross-currency swaps and forward contracts to hedge debt that is denominated in foreign currencies. We also use foreign exchange forward contracts to hedge
foreign currency risk on anticipated transactions including certain purchase commitments.

At December 31, 2008, the amounts to be received under currency contracts were US$405 million and the amounts to be paid were $510 million. At December 31, 2007,
the amounts to be received under currency contracts were US$982 million and the amounts to be paid were $1,051 million.

The effect on net earnings and other comprehensive income from a 10% increase or decrease in the CAD/USD exchange rate is not significant.

The following table provides further details on our outstanding cross-currency swaps and forward contracts as at December 31, 2008 and 2007.



AMOUNTS AMOUNTS
BUY TO RECEIVE SELL TO PAY

CURRENCY IN USD CURRENCY IN CAD MATURITY HEDGED ITEM

At December 31, 2008 UsD 200 CAD 269 2010 Long-term debt

UsD 75 CAD 111 2013 Long-term debt

usD 60 CAD 60 2009 Purchase commitments

usD 58 CAD 57 2009 Purchase commitments

usD 12 CAD 13 2009 Purchase commitments

At December 31, 2007 usD 312 CAD 295 2008 Purchase commitments

usD 226 CAD 212 2008 Purchase commitments

uUsD 200 CAD 269 2010 Long-term debt

usD 162 CAD 154 2008 Purchase commitments

uUsD 82 CAD 121 2013 Long-term debt
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INTEREST RATE EXPOSURES

We use interest rate swaps to manage the mix of fixed and floating interest rates on our debt. The effect on net earnings and other comprehensive income of a one
percentage point increase or decrease in interest rates is not significant. The following table shows interest rate swaps outstanding as at December 31, 2008 and 2007.

RECEIVE PAY
NOTIONAL INTEREST INTEREST

AMOUNT RATE RATE MATURITY HEDGED ITEM
3-month CDOR & +

At December 31, 2008 700 5.00% 0.42% 2017 Long-term debt

USD 200 9.50% 3-month CDOR + 5.34% 2010 Long-term debt

Debt due within one

100 3-month CDOR 4.9775% 2010 year

Debt due within one

100 3-month CDOR 4.9775% 2010 year

Debt due within one

50 3-month CDOR 3.7500% 2010 year

At December 31, 2007 700 5.00% 3-month CDOR + 0.42% 2017 Long-term debt

USD 200 9.50% 3-month CDOR + 5.34% 2010 Long-term debt

100 3-month CDOR 4.9775% 2010 Debt due within one year

100 3-month CDOR 4.9775% 2010 Debt due within one year

(1) Canadian dollar offered rate (CDOR)

OTHER MARKET EXPOSURES

Market risk arises from our RSU plan. The outstanding RSUs are classified as liabilities and the compensation expense is equal to the market value of a BCE Inc. common
share at the date of the grant, prorated over the vesting period. Compensation expense is adjusted for, in the period of change, subsequent changes in the market value of

BCE Inc. common shares.

At December 31, 2008, the effect on net earnings from a 10 percent change in the market price of the BCE Inc. common share is not significant.

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.

Certain fair value estimates are affected by assumptions we make about the amount and timing of estimated future cash flows and discount rates, all of which reflect
varying degrees of risk. Income taxes and other expenses that would be incurred on disposition of 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 settled.

The carrying value of most of our financial instruments approximates fair value due to their short-term nature. Other financial instruments are measured as follows:

e AFS publicly-traded securities are recorded at fair value based on quoted prices in active markets for identical instruments at the balance sheet date
e public long-term debt, which mainly includes senior and subordinated debentures, are recorded at amortized cost and its fair value is determined based on the trading

values at the balance sheet date

e derivative financial instruments, such as currency contracts, interest rate swaps and equity forward contracts, are recorded at fair value based on observable market
data such as interest rates, swap rate curves and foreign exchange rates.

The following table shows a comparison between the carrying value and fair value of our long-term debt and derivative financial instruments.

2008 2007
CARRYING FAIR CARRYING FAIR
AT DECEMBER 31 NOTE VALUE VALUE VALUE VALUE
Long-term debt due within one year 16 1,955 1,984 467 467
Long-term debt 17 10,099 9,393 10,766 10,735
Derivative financial instruments, net asset (liability)
position
Forward contracts — BCE Inc. shares (20) (10) 20 20
Currency contracts 3) 3) (85) (85)
Interest rate swaps 116 116 (5) (5)
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We have various capital policies, procedures and processes which are utilized to achieve our objectives for capital management. This includes optimizing our cost of capital



and maximizing shareholder return while balancing the interests of our stakeholders.

Our definition of capital includes shareholders’ equity, debt, and cash and cash equivalents.

In order to meet our objectives, we monitor our capital structure and make adjustments, including to our dividend policy, as required. BCE Inc. did not pay any dividends
on its common shares for the second and third quarters, pending the close of the Privatization (see Note 2, Going-Private Transaction), but continued to pay dividends on its
preferred shares. BCE Inc. has announced the reinstatement of the common share dividend starting in the fourth quarter of 2008, as well as its plan to repurchase up to 5%
of its outstanding common shares through a NCIB. Other than an increase in the annual dividend on BCE Inc.’s common shares of 5%, or $1.54 per common share,
approved by the board of directors of BCE Inc. in February 2009, there has been no other change in our strategy or the economic conditions or risks associated with our
capital structure between December 31, 2008 and the date of these financial statements.

The following table summarizes some of our key ratios used to monitor and manage Bell Canada’s capital structure.

1) (1)
AT DECEMBER 31 2008 2007
Net debt to EBITDA (earnings before interest, tax, depreciation and amortization of intangible assets) including Bell Aliant
distributions to Bell ) ® 1.75 1.72
EBITDA, including Bell Aliant distributions to Bell, to net interest, securitization costs and preferred dividends 8.33 6.69

(1) The above ratios are calculated for BCE, excluding Bell Aliant.

(2) We define net debt as debt due within one year plus long-term debt, securitization of accounts receivable and preferred shares less cash and cash equivalents.

(3) The term EBITDA does not have any standardized meaning according to Canadian GAAP. We define EBITDA as operating revenues less cost of revenue and selling, general and administrative expenses. The most
comparable Canadian GAAP financial measure is operating income.

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 following table 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, 2008. BCE Inc.’s articles of amalgamation, as amended, describe the terms and conditions of these shares in detail.

STATED
NUMBER OF SHARES CAPITAL
AT
ANNUAL REDEMP- ISSUED DECEMBER 31
DIVIDEND CONVERT- CONVERSION REDEMPTION TION AND OUT-

SERIES RATE IBLE INTO DATE DATE PRICE AUTHORIZED STANDING 2008 2007 2006
Q floating Series R December 1, 2015 At any time $25.50 8,000,000 - - - -
R 4.54% Series Q December 1, 2010 December 1, 2010 $25.00 8,000,000 8,000,000 200 200 200
S floating Series T November 1, 2011 At any time $25.50 8,000,000 2,279,791 57 57 57
T 4.502% Series S November 1, 2011 November 1, 2011 $25.00 8,000,000 5,720,209 143 143 143
Y floating Series Z December 1, 2012 At any time $25.50 10,000,000 8,126,330 203 203 29
Z 4.331% Series Y December 1, 2012 December 1, 2012 $25.00 10,000,000 1,873,670 47 47 221
AA 4.80% Series AB September 1, 2012 September 1, 2012 $25.00 20,000,000 10,081,586 257 257 510
AB floating Series AA September 1, 2012 At any time $25.50 20,000,000 9,918,414 253 253 -
AC 4.60% Series AD March 1, 2013 March 1, 2013 $25.00 20,000,000 9,244,555 236 510 510
AD floating Series AC March 1, 2013 At any time $25.50 20,000,000 10,755,445 274 - -
AE floating SeriesAF February 1, 2010 At any time $25.50 24,000,000 1,914,218 48 48 -
AF 4.40% SeriesAE February 1, 2010 February 1, 2010 $25.00 24,000,000 14,085,782 352 352 -
AG 4.35% Series AH May 1, 2011 May 1, 2011 $25.00 22,000,000 10,051,751 251 251 -
AH floating Series AG May 1, 2011 At any time $25.50 22,000,000 3,948,249 99 99 -
Al 4.65% Series AJ August 1, 2011 August 1, 2011 $25.00 22,000,000 14,000,000 350 350 -
AJ floating Series Al August 1, 2016 At any time $25.50 22,000,000 - - - -

2,770 2,770 1,670
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Bell Canada Plan of Arrangement

On January 25, 2007, the articles of amalgamation of BCE Inc. were amended to create six new series of First Preferred Shares. These new series of preferred shares were
created further to the Bell Canada plan of arrangement whereby all of the issued and outstanding or authorized Bell Canada Class A Preferred Shares Series 15, 16, 17, 18,
19 and 20, having a stated capital of $1,100 million as at December 31, 2006, were exchanged for the corresponding Series AE, AF, AG, AH, Al and AJ of First Preferred
Shares of BCE Inc. The impact on our balance sheet was a reclassification from our non-controlling interest to preferred shares of $1,100 million. The Bell Canada plan of
arrangement became effective on January 31, 2007. The characteristics of the preferred shares of BCE Inc. are described below.

Voting Rights

All of the issued and outstanding preferred shares at December 31, 2008 are non-voting, except under special circumstances when the holders are entitled to one vote per
share.

Entitlement to Dividends

Holders of Series R, T, Z, AA, AC, AF, AG and Al 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, as amended.

Holders of Series S, Y, AB, AD, AE and AH shares are entitled to floating adjustable cumulative monthly dividends. The floating dividend rate on these shares is calculated
every month, as set out in BCE Inc.’s articles of amalgamation, as amended.

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

Conversion Features

All of the issued and outstanding preferred shares at December 31, 2008 are convertible at the holder’s option into another associated series of preferred shares on a one-
for-one basis according to the terms set out in BCE Inc.’s articles of amalgamation, as amended.

Redemption Features

BCE Inc. may redeem each of Series R, T, Z, AA, AC, AF, AG and Al shares at $25.00 per share on the applicable redemption date and every five years after that date.
BCE Inc. may redeem Series S, Y, AB, AD, AE and AH shares at any time at $25.50 per share.
If Series Q and AJ shares are issued, BCE Inc. may redeem them at any time at $25.50 per share.



Conversion of Preferred Shares

On February 21, 2008, BCE Inc. announced that 10,755,445 of its 20,000,000 Cumulative Redeemable First Preferred Shares, Series AC (Series AC Preferred Shares) were
tendered for conversion, on a one-for-one basis, into Cumulative Redeemable First Preferred Shares, Series AD (Series AD Preferred Shares). Consequently, BCE Inc.
issued 10,755,445 new Series AD Preferred Shares on March 1, 2008. The balance of the Series AC Preferred Shares remains outstanding.

On November 20, 2007, BCE Inc. announced that 6,991,775 of its 8,852,620 Cumulative Redeemable First Preferred Shares, Series Z (Series Z Preferred Shares) were
tendered for conversion, on a one-for-one basis, into Cumulative Redeemable First Preferred Shares, Series Y (Series Y Preferred Shares). In addition, 12,825 of its
1,147,380 Series Y Preferred Shares were tendered for conversion, on a one-for-one basis, into Series Z Preferred Shares.

On August 23, 2007, BCE Inc. announced that 9,918,414 of its 20,000,000 Cumulative Redeemable First Preferred Shares, Series AA (Series AA Preferred Shares) were
tendered for conversion, on a one-for-one basis, into Cumulative Redeemable First Preferred Shares, Series AB (Series AB Preferred Shares). Consequently, BCE Inc.
issued 9,918,414 new Series AB Preferred Shares on September 1, 2007. The balance of the Series AA Preferred Shares remains outstanding.
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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.

The following table provides details about the outstanding common shares of BCE Inc. No Class B shares were outstanding at December 31, 2008, 2007 and 2006.

2008 2007 2006
NUMBER STATED NUMBER STATED NUMBER STATED
NOTE OF SHARES CAPITAL OF SHARES CAPITAL OF SHARES CAPITAL

Outstanding, beginning of

year 805,264,816 13,536 807,643,941 13,487 927,318,916 16,806
Shares issued under

employee stock option

plan @ 22 1,785,142 56 4,994,073 172 1,246,932 35
Shares repurchased and

cancelled (3,993,000) (67) (7,373,198) (123) (45,151,666) (805)
Share reduction @ - - - - (75,770,241) (2,549)
Outstanding, end of year 803,056,958 13,525 805,264,816 13,536 807,643,941 13,487

(1) Includes a $6 million reclassification ($19 million in 2007 and $6 million in 2006) from contributed surplus relating to the exercise of employees’ stock options. The cash outflows in respect of the employee stock option plan
were $50 million in 2008, $153 million in 2007 and $29 million in 2006.
(2) Reduction of BCE Inc. common shares outstanding, in conjunction with a distribution of Bell Aliant trust units, by way of return of capital, to holders of BCE Inc. common shares.

NCIB

2008 NCIB program

On December 12, 2008, BCE Inc. announced its plan to repurchase up to 5% of its outstanding common shares through a NCIB. On December 19, 2008, the Toronto Stock
Exchange approved the 2008 NCIB program. As at December 31, 2008, BCE Inc. had repurchased a total of 7.5 million common shares, representing approximately 19% of
the total common shares targeted for repurchase, for a total cash outlay of $178 million.

Of the shares repurchased, 4.0 million shares were cancelled for a total cost of $92 million. Of the total cost, $67 million represents stated capital and reduced the total
value of common shares and $5 million reduced the contributed surplus attributable to these common shares. The remaining $20 million was charged to the deficit.

The remaining 3.5 million common shares, which were repurchased for a total of $86 million, have been recorded as treasury stock as they had not been cancelled as at
December 31, 2008.

2007 NCIB program

In December 2006, BCE Inc. announced its plan to renew its share repurchase program for an additional 12-month period to repurchase up to 5% of its outstanding common
shares through a NCIB. Common share repurchases under the NCIB were suspended in the second quarter of 2007. Prior to the suspension, BCE Inc. repurchased a total of
7.4 million common shares in 2007, representing approximately 18% of the total common shares targeted for repurchase, for a total cash outlay of $227 million.

Of the total cash outlay, $123 million represents stated capital and reduced the total value of common shares and $9 million reduced the contributed surplus attributable to
these common shares. The remaining $95 million was charged to the deficit.

2006 NCIB program

As at December 31, 2006, BCE Inc. had repurchased and cancelled a total of 45 million common shares under its previous NCIB. Of the total cash outlay of $1,241 million,
$805 million represented stated capital and reduced the total value of common shares, while $52 million reduced the contributed surplus attributable to these common
shares. The remaining $384 million was charged to the deficit.

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 treasury. BCE Inc. chooses the method the trustee uses to buy the shares.

A total of 882,438 common shares were bought on the open market under this plan for $33 million in 2008. A total of 1,823,652 common shares were bought on the open
market under this plan for $66 million in 2007.

Contributed Surplus

The following table is a reconciliation of the contributed surplus balance during the year.

2008 2007 2006
Balance at January 1 2,537 2,555 1,081
Gain on distribution of Bell Aliant units - - 1,547
Repurchase of common shares — NCIB (5) 9) (52)
Other (1) 9) (22)
Balance at December 31 2,531 2,537 2,555
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NOTE 22: STOCK-BASED COMPENSATION PLANS



The following stock-based compensation amounts are included in the consolidated statements of operations as selling, general and administrative expenses(®.

FOR THE YEAR ENDED DECEMBER 31 2008 2007 2006
Employee savings plans (39) (42) (46)
Stock options (6) (10) 8
Restricted share units (36) (95) (45)
Special compensation payments @ - - 3
Deferred share units - - ()
Deferred unit plan — Bell Aliant (13) (8) 3)
Total stock-based compensation expense ® (94) (155) (100)
Income tax benefit arising from stock-based compensation 28 48 31

(66) (207) (69)

(1) The total 2008 expense includes an additional $44 million recorded as restructuring and other.
(2) Includes recoveries of SCP expense as a result of forfeitures.
(3) The cash outflows in respect of stock-based compensation plans were $212 million in 2008, $65 million in 2007 and $121 million in 2006. Of the total paid in 2008, $79 million was recorded as Going-private costs.

Description of the Plans

ESPs

ESPs are designed to encourage employees of BCE Inc. and its participating subsidiaries to own shares of BCE Inc. Each year, employees can choose to have a certain
percentage of their annual earnings withheld through regular payroll deductions in order to buy BCE Inc. common shares. In some cases, the employer will also contribute up
to a maximum percentage of the employee’s annual earnings to the plan.

Each participating company decides on its maximum percentage. 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 treasury. BCE Inc. chooses the method the
trustee uses to buy the shares.

There were 26,381 employees participating in the plans at December 31, 2008. The total number of common shares bought for employees was 4,058,498 in 2008 and
4,518,245 in 2007. At December 31, 2008, 13,513,812 common shares were reserved for issuance under the ESPs.

Stock Options

Under BCE Inc.’s long-term incentive plans, BCE Inc. may grant options to key employees to buy BCE Inc. common shares. Prior to 2008, the subscription price was equal to
the market value of the shares on the last trading day before the grant comes into effect. To conform to current Toronto Stock Exchange requirements, the subscription price
for the 2008 grant is based on the higher of: (1) the volume-weighted average of the trading price on the trading day immediately prior to the effective date of the grant, and
(2) the volume weighted average of the trading price for the last five consecutive trading days ending immediately on the trading day prior to the effective date of the grant. At
December 31, 2008, 26,766,816 common shares were authorized for issuance under these plans.

For most options granted from January 1, 2004 until December 31, 2006, the right to exercise options vested after two and three years of continuous employment from the
date of grant and if a specific company-wide performance target was met. Options were exercisable when they vested and for a period up to six years from the date of grant.
On March 7, 2007, it was confirmed that the target was not met and all of these stock options were forfeited.

For most options granted in March 2007, the vesting method is graded and the right to exercise options generally vests or accrues at 25% a year over four years of
continuous employment from the date of grant, unless a special vesting period applies. The options granted in December 2008 will vest fully after two years of continuous
employment from the date of the grant. All options become exercisable when they vest and generally can be exercised for a period of up to six years from the date of grant.

Special vesting provisions may apply if:

e there is a change in control of BCE Inc. and the option holder's employment ends

e 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
plan.
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The following table summarizes BCE Inc.’s outstanding stock options as at December 31, 2008.

WEIGHTED
AVERAGE WEIGHTED
NUMBER GRANT DATE AVERAGE
OF OPTIONS FAIR VALUE ($) EXERCISE PRICE ($)
NON- NON- NON-
NOTE VESTED VESTED TOTAL VESTED VESTED VESTED VESTED TOTAL
Outstanding,

January 1, 2008 6,195,100 11,502,280 17,697,380 $4 $7 $30 $35 $33
Granted 790,000 - 790,000 $3 - $23 - $23
Exercised M 21 - (1,785,142)  (1,785,142) - $6 - $28 $28
Vested (2,380,400) 2,380,400 - $3 $3 $30 $30 -
Expired/forfeited (1,128,450) (546,900)  (1,675,350) $4 $7 $31 $41 $34
Outstanding,

December 31, 2008 3,476,250 11,550,638 15,026,888 $4 $6 $29 $34 $33

(1) The aggregate intrinsic value of options exercised was $16 million.
(2) The aggregate intrinsic values of options outstanding were $2 million for non-vested options and $1 million for vested options.

The following table provides additional information about BCE Inc.’s stock option plans at December 31, 2008.

STOCK OPTIONS EXERCISABLE STOCK OPTIONS OUTSTANDING
WEIGHTED WEIGHTED WEIGHTED WEIGHTED
AVERAGE AVERAGE AVERAGE AVERAGE
RANGE OF REMAINING EXERCISE REMAINING EXERCISE
EXERCISE PRICES NUMBER LIFE PRICE ($) NUMBER LIFE PRICE ($)
Below $20 116,323 0.5 $17 116,323 0.5 $17
$20-$29 2,517,703 4.0 $28 3,320,203 4.5 $26
$30-$39 5,203,510 3.2 $33 7,877,260 3.6 $32
Over $40 3,713,102 1.7 $41 3,713,102 1.7 $41

11,550,638 2.9 $34 15,026,888 3.3 $33




As at December 31, 2008, the unrecognized compensation cost related to non-vested stock options was $4 million to be recorded over a weighted average period of 1.5
years.

The following table summarizes stock options outstanding at December 31, 2007 and 2006.

2007 2006
WEIGHTED WEIGHTED
AVERAGE AVERAGE
NUMBER EXERCISE NUMBER EXERCISE
NOTE OF OPTIONS PRICE ($) OF OPTIONS PRICE ($)
Outstanding, January 1 24,241,848 $33 27,342,735 $32
Granted 5,739,106 $31 485,372 $27
Exercised 21 (4,994,073) $31 (1,246,932) $23
Expired/forfeited (7,289,501) $32 (2,339,327) $32
Outstanding, December 31 17,697,380 $33 24,241,848 $33
Exercisable, December 31 11,502,280 $35 16,648,952 $35

(1) The aggregate intrinsic values of options exercised were $31 million and $8 million in 2007 and 2006, respectively.
ASSUMPTIONS USED IN STOCK OPTION PRICING MODEL

The following table shows the weighted average assumptions used to determine the stock-based compensation expense using the Black-Scholes option pricing model.

2008 2007 2006
Weighted average fair value per option granted ($) 3 4 2
Dividend yield 6.5% 4.4% 4.4%
Expected volatility 30% 20% 17%
Risk-free interest rate 1.9% 4.0% 4.1%
Expected life (years) 35 4.5 3.9
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RSUs

The following table is a summary of the outstanding RSUs.

NUMBER OF RSUS

2008 2007 2006
VESTED NON-VESTED TOTAL
Outstanding, January 1 235,773 397,370 633,143 2,985,035 2,520,781
Granted - 5,033,924 5,033,924 56,465 3,090,144
Dividends credited 2,262 3,812 6,074 118,329 89,773
Payments (561,859) - (561,859) (141,983) (2,542,451)
Vested 323,824 (323,824) - - -
Forfeited - (77,358) (77,358) (97,248) (173,212)
Cancelled as part of the going-private transaction - - - (2,287,455) -
Outstanding, December 31 - 5,033,924 5,033,924 633,143 2,985,035

Since 2004, BCE Inc. has granted RSUs to executives and other key employees. The value of an RSU is 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. Executives and other key employees are granted a specific number of RSUs for a given performance period based on their position and level of contribution. Prior

to 2008, most RSUs vested at the end of a performance period if performance objectives were met as determined by the board or were forfeited.

The 2009 — 2010 RSUs will vest on December 21, 2010 provided that the holder is employed by Bell Canada or one of its subsidiaries at that time. Vested RSUs are paid
in BCE Inc. common shares purchased on the open market, in cash, in DSUs or through a combination of each, as the holder chooses, as long as individual share ownership
requirements are met. Special vesting provisions apply if there is a change in control. As at December 31, 2008, the unrecognized compensation cost related to RSUs is
$115 million to be recorded over a weighted average period of 2 years.

As a result of the proposed going-private transaction in 2007, the board approved the implementation of a retention policy, in lieu of the RSU plan. RSUs held by
executives who became eligible to a retention incentive were forfeited in 2007. Retention payments were paid in 2008 and were greater than the original RSUs. The
difference between what would have been paid under the original RSU plan and what was paid under the retention policy was expensed as restructuring and other over the
retention period.

SCPs

Prior to 2000, when BCE Inc. granted options to executives 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 Networks Inc. (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, 2008, was:

e 110,850 relating to BCE Inc. common shares
e 112,165 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 payments under the SCPs.
DSUs

Eligible bonuses may be paid in the form of DSUs when executives or other key employees elect to or are required to participate in the plan. For non-management directors,
their compensation is paid in DSUs until the minimum share ownership requirement is met or as elected by the directors thereafter.

The value of a DSU is always equal to the value of one BCE Inc. common share. Dividends in the form of additional DSUs are credited to the participant’s account on
each dividend payment date and are equivalent in value to the dividends paid on BCE Inc. common shares.

DSUs are paid in BCE Inc. common shares purchased on the open market following the cessation of a participant’'s employment or when a director leaves the board.

The following table is a summary of the status of DSUs.



NUMBER OF DSUS

()

2008 2007 2006
Outstanding, January 1 1,538,640 1,287,422 984,648
Granted 72,880 408,341 358,993
Dividends credited 29,946 58,543 54,597
Payments (542,488) (215,666) (110,816)
Outstanding, December 31 1,098,978 1,538,640 1,287,422

(1) All DSUs were fully vested at December 31, 2008.
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NOTE 23: ACCUMULATED OTHER COMPREHENSIVE INCOME

The following table summarizes the changes in the balance of each classification within accumulated other comprehensive income (loss).

AVAILABLE- DERIVATIVES ACCUMULATED
FOR-SALE DESIGNATED OTHER
FINANCIAL AS CASH FLOW COMPREHENSIVE

ASSETS HEDGES CTA INCOME (LOSS)

Restatement of previously recognized CTA upon adoption of new financial

instruments accounting standards on January 1, 2007 - - (2) (2)
Adjustments to opening balance in accumulated other comprehensive

income (loss) upon adoption of new financial instruments accounting

standards on January 1, 2007 25 (18) - 7
Balance in accumulated other comprehensive income (loss) at

January 1, 2007 25 (18) (2) 5
Details of other comprehensive income (net of non-controlling interest)

Unrealized gains 130 - - 130

Income taxes on unrealized (gains) losses (48) 1 () (48)

Reclassification adjustments included in earnings (33) 22 (2) (13)

Income taxes on reclassification adjustments included in earnings - (7 1 (6)
Other comprehensive income (loss) for the year ended December 31, 2007 49 16 (2) 63

Balance in accumulated other comprehensive
income (loss) at December 31, 2007 74 (2) (4) 68

Details of other comprehensive income (net of non-controlling interest)

Unrealized (losses) gains (159) 16 2 (141)

Income taxes on unrealized gains - () - D

Reclassification adjustments included in earnings 74 (15) - 59

Income taxes on reclassification adjustments included in earnings 52 2 - 54
Other comprehensive (loss) income for the year ended December 31, 2008 (33) 2 2 (29)
Balance in accumulated other comprehensive income (loss) at

December 31, 2008 41 - 2) 39

In 2007, we received proceeds of $173 million on sales of AFS financial assets and realized a pre-tax gain of $22 million. We used the average cost method in determining
the gain.

NOTE 24: EMPLOYEE BENEFIT PLANS

We provide pension and other post-employment benefits for most of our employees. These include DB pension plans and DC pension plans.

FOR THE YEAR ENDED DECEMBER 31 2008 2007 2006

Pension benefits

DB plans cost (102) (263) (318)
DC plans cost (45) (38) (28)
Other future benefits cost (103) (109) (165)
Net benefit plans cost @ (250) (410) (511)

(1) Net benefit plans cost is included as part of selling, general and administrative expenses in the statement of operations.
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Components of DB Plans Cost

The following table shows the DB plans cost before and after recognizing its long-term nature. The recognized net benefit plans cost reflects the amount reported in our
statements of operations and is calculated according to our accounting policy.

PENSION BENEFITS OTHER BENEFITS

FOR THE YEAR ENDED DECEMBER 31 2008 2007 2006 2008 2007 2006
Current service cost (252) (278) (266) (11) (12) (28)
Interest cost on accrued benefit obligation (864) (858) (851) (99) (97) (112)
Actual return on plan assets (2,610) 566 1,723 (6) 3 17
Past service credits (costs) arising during period - 58 (38) - 345 55
Actuarial gain (loss) on accrued benefit

obligation 2,295 741 9 323 56 (79)

Elements of employee future benefit plans
(cost), before recognizing its long-term nature (1,431) 229 577 207 296 (146)




Deficiency (excess) of actual return over

expected return @ 3,634 462 (737) 18 9 (5)
Deferral of amounts arising during period

Past service (credits) costs - (58) 38 - (345) (55)

Actuarial (gain) loss on accrued benefit

obligation (2,295) (741) 9) (323) (56) 79

Amortization of previously deferred amounts

Net past service (costs) credits (5) (13) (12) 28 27 5

Net actuarial (losses) gains (29) (120) (167) (32) (38) (29)

Transitional asset (obligation) 3 6 6 (1) (2) (24)
Adjustments to recognize long-term nature of

employee future benefit plans cost 1,308 (464) (881) (310) (405) (29)
Decrease (increase) in valuation allowance 19 (28) (12) - - -
Other 2 - (2) - - -
DB plans cost, recognized (102) (263) (318) (103) (109) (165)

(1) The expected return on plan assets for a given year is calculated based on the market-related value of plan assets at the beginning of that year. The market-related value of pension plan assets was $14,775 million at
January 1, 2008, $14,269 million at January 1, 2007 and $13,192 million at January 1, 2006.
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Components of Accrued Benefit Asset (Liability)

The following table 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
AT DECEMBER 31 2008 2007 2008 2007
Accrued benefit obligation, beginning of year (15,690) (16,404) (1,827) (2,230)
Current service cost (252) (278) (11) (11)
Interest cost on accrued benefit obligation (864) (858) (99) (97)
Actuarial gains (losses) 2,295 741 323 56
Benefit payments 915 905 96 96
Employee contributions (6) (8) - -
Special termination costs - (10) - (2)
Plan amendment - 58 - 345
Business combinations/divestitures - 164 - 16
Other - - - -
Accrued benefit obligation, end of year (13,602) (15,690) (1,518) (1,827)
Fair value of plan assets, beginning of year 14,841 15,114 169 166
Actual return on plan assets (2,610) 566 (6) 3
Benefit payments (915) (905) (96) (96)
Employer contributions 189 232 96 96
Employee contributions 6 8 - -
Transfers to DC pension plans (1) (1) - -
Business combinations/divestitures - a77) - -
Other - 4 - -
Fair value of plan assets, end of year 11,510 14,841 163 169
Plan (deficit) surplus (2,092) (849) (1,355) (1,658)
Unamortized net actuarial losses (gains) 3,153 1,867 72 412
Unamortized net past service costs (credits) 62 66 (163) (191)
Unamortized transitional (asset) obligation 8} (7) 3 5
Valuation allowance (133) (153) - -
Accrued benefit asset (liability), end of year 989 924 (1,443) (1,432)
Accrued benefit asset included in other long-term assets 1,636 1,524 - -
Accrued benefit liability included in other long-term liabilities (647) (600) (1,443) (1,432)

(1) Inthe first quarter of 2007, we announced the phase-out of other post-retirement benefits for future retirees over the next ten years, with no changes in the next five years. This plan amendment reduces the unamortized
transitional obligation and increases past service credits, which are being amortized over the expected average remaining service lives of affected employees.

For DB pension plans with an accrued benefit obligation that was more than plan assets:

e the accrued benefit obligation was $13,455 million at December 31, 2008 and $15,151 million at December 31, 2007
e the fair value of plan assets was $11,276 million at December 31, 2008 and $14,153 million at December 31, 2007.

For DB pension plans with an accrued benefit obligation that was less than plan assets:

e the accrued benefit obligation was $147 million at December 31, 2008 and $539 million at December 31, 2007
o the fair value of plan assets was $234 million at December 31, 2008 and $688 million at December 31, 2007.
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Significant Assumptions

We used the following key assumptions to measure the accrued benefit obligation and the net benefit plans cost 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

2008 2007 2006 2008 2007 2006

At December 31



Accrued benefit obligation
Discount rate, end of year 7.0% 5.6% 5.3% 7.0% 5.6% 5.3%
Rate of compensation increase, end of year 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%

For the year ended December 31
Net benefit plans cost

Discount rate, end of preceding year 5.6% 5.3% 5.4% 5.6% 5.3% 5.4%
Expected return on plan assets, end of

preceding year 7.25% 7.5% 7.5% 7.25% 7.5% 7.5%
Rate of compensation increase, end of

preceding year 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%

We assumed the following trend rates in healthcare costs:

e an annual rate of increase of 4.5% in the cost per person of covered healthcare benefits for 2008 and the foreseeable future
e an annual rate of increase of 10.0% in the cost of medication for 2008 and a gradual decline to 4.5% over six years.

Assumed trend rates in healthcare costs have a significant effect on the amounts reported for the healthcare plans. The following table, for example, shows the effect of a 1%
change in the assumed trend rates in healthcare costs.

1% INCREASE 1% DECREASE
Effect on other benefits — total service and interest cost 10 9)
Effect on other benefits — accrued obligation 126 (109)

Pension Plan Assets

The investment strategy for the major pension 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 following table shows the allocation of our pension plan assets at December 31, 2008 and 2007, target allocations for 2008 and the expected long-term
rate of return by asset class.

WEIGHTED

WEIGHTED AVERAGE

AVERAGE EXPECTED

TARGET PERCENTAGE OF PLAN ASSETS LONG-TERM

ALLOCATION AT DECEMBER 31 RATE OF RETURN

ASSET CATEGORY 2008 2008 2007 2008
Equity securities 45% — 65 % 56% 58% 9.0%
Debt securities 35% — 55% 44% 42% 5.1%
Total/average 100% 100% 7.2%

Equity securities included approximately $43 million of BCE Inc. common shares and Bell Aliant units, or 0.4% of total plan assets at December 31, 2008, and approximately
$70 million of BCE Inc. common shares and Bell Aliant units, or 0.5% of total plan assets at December 31, 2007.

Debt securities included approximately $5 million of BCE Inc. and affiliates’ debentures or 0.1% of total plan assets at December 31, 2008, and approximately $7 million of
BCE Inc. and affiliates’ debentures or 0.1% of total plan assets at December 31, 2007.

Estimated Future Benefit Payments

The following table shows the estimated future payments to pensioners for the next 10 years at December 31, 2008.

PENSION OTHER

BENEFITS BENEFITS
2009 (941) (110)
2010 (962) (116)
2011 (983) (122)
2012 (1,005) (128)
2013 (1,028) (133)
2014-2018 (5,512) (760)
Total estimated future benefit payments (10,431) (1,369)
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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 following table shows the amounts we contributed to the DB and DC pension plans and the payments made to beneficiaries under other employee future benefit plans.

PENSION BENEFITS OTHER BENEFITS

FOR THE YEAR ENDED DECEMBER
31 2008 2007 2006 2008 2007 2006

Bell Canada (120) (168) (42) (89) (89) (89)
Bell Aliant (112) (97) (116) (7) @) @)
BCE Inc. - - (8) - - -
Telesat - - (6) - - -
Total (232) (265) (172) (96) (96) (96)

Comprised of:
Contributions to DB plans (189) (232) (147) (96) (96) (96)
Contributions to DC plans (43) (33) (25) - - -




We expect to contribute approximately $515 million to all of our DB pension plans in 2009, subject to actuarial valuations being completed. We expect to pay approximately
$110 million to beneficiaries under other employee benefit plans in 2009. We expect to contribute approximately $50 million to the DC pension plans in 2009.

NOTE 25: COMMITMENTS AND CONTINGENCIES

Contractual Obligations

The following table is a summary of our contractual obligations at December 31, 2008 that are due in each of the next five years and thereafter.

THERE-

2009 2010 2011 2012 2013 AFTER TOTAL
Operating leases 181 163 142 116 109 684 1,395
Commitments for capital expenditures 113 92 87 86 86 809 1,273
Purchase obligations 1,112 664 496 207 169 465 3,113
Other long-term liabilities (including current portion) 41 43 46 - - - 130
Total 1,447 962 771 409 364 1,958 5,911

In addition to the above, in the fourth quarter of 2008 we entered into a network sharing agreement with TELUS Communications Company such that each company will build
its share of a high-speed packet access (HSPA) wireless network overlay to the existing national Third Generation CDMA/EVDO wireless network. The HSPA overlay is
expected to be completed by early 2010.

Rental expense relating to operating leases was $234 million in 2008, $261 million in 2007 and $273 million in 2006.

Purchase obligations consist mainly of contractual obligations under service contracts. Our commitments for capital expenditures include investments to expand and
update our networks, and to meet customer demand.

Refer to Note 4, Restructuring and Other for commitments to relocate employees to campus environments.

Other long-term liabilities included in the table relate to Bell Canada’s future payments over the remaining life of its contract with Amdocs Canadian Managed
Services, Inc. for the development of Bell Canada'’s billing system. The total amount was $130 million at December 31, 2008.

At December 31, 2008, we had other long-term liabilities that are not included in the table, including an accrued employee benefit liability, future income tax liabilities,
deferred revenue and gains on assets and various other long-term liabilities.

The accrued employee benefit liability and future income tax liabilities are excluded as we cannot accurately determine the timing and cash requirements as:

e future contributions to the pension plans depend largely on how well they are funded. This varies based 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.

Deferred revenue is excluded as it does not represent future cash payments.
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Commitment under the CRTC Deferral Account Mechanism

Bell Canada’s accumulated deferral account commitment at December 31, 2008 was estimated to be $152 million. This estimate takes into account the estimated deferral
account drawdown associated with the CRTC-approved broadband expansion program and the initiatives associated with improving access to communications services for
persons with disabilities. The annualized recurring amount in Bell Canada’s deferral account is estimated at $16.3 million. As of December 31, 2008, Bell Aliant does not have
an accumulated deferral account balance or an estimated future annualized commitment.

Litigation

We become involved in various claims and litigation as a part of our business and transactions. This section describes important legal proceedings. While we cannot predict
the final outcome of the claims and litigation described below or of any other pending claims and litigation at December 31, 2008, based on the information currently available
and management’s assessment of the merits of such claims and litigation, 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 the information currently available, we believe that we have strong defences and we
intend to vigorously defend our position.

Teleglobe Lending Syndicate Lawsuit

On July 12, 2002, some members of the Teleglobe Inc. and Teleglobe Holdings (U.S.) Corporation (collectively, Teleglobe) lending syndicate filed a lawsuit against BCE Inc.
in the Ontario Superior Court of Justice. The lawsuit includes 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 Inc. 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 and on May 3, 2005,
BNP Paribas (Canada) also withdrew from this lawsuit. BNP Paribas (Canada), which had advanced US$50 million to Teleglobe, is now pursuing a separate action against
BCE Inc. and former Teleglobe directors and officers. The remaining plaintiffs claim damages of US$1.04 billion, plus interest and costs. This represents approximately 83%
of the US$1.25 billion that the lending syndicate advanced to Teleglobe.

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 Inc., against five
former directors of Teleglobe Inc. This lawsuit was filed in connection with Teleglobe Inc.’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 Inc. all amounts paid or distributed on such redemption and retraction, being an aggregate of approximately
$661 million, plus interest.

On February 26, 2007, the five former directors filed a third-party claim in the Ontario Superior Court of Justice against the former third series preferred shareholders of
Teleglobe Inc. As provided by the Canada Business Corporations Act, the third party claim seeks to recover from those former third series preferred shareholders any
amounts the former directors may have to restore to Teleglobe Inc. as a result of this lawsuit, on account of the redemption of the third series preferred shares.

While BCE Inc. is not a defendant in this lawsuit, Teleglobe Inc. was at the relevant time a subsidiary of BCE Inc. Pursuant to standard policies and subject to applicable
law, the five former Teleglobe Inc. directors are entitled to seek indemnification from BCE Inc. in connection with this lawsuit.

Teleglobe Inc. 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 Inc. 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.

Teleglobe Inc. Plan Administrator Lawsuit

On November 16, 2005, Kathy Morgan, in her capacity as plan administrator for Teleglobe Inc., filed a lawsuit in the Ontario Superior Court of Justice against BCE Inc. and



seven former directors of Teleglobe Inc. The plaintiff is seeking a declaration that Teleglobe Inc. and its creditors have been oppressed by the former directors of
Teleglobe Inc. and by BCE Inc. within the meaning of the Canada Business Corporations Act. The plaintiff is also seeking a declaration that the former directors of
Teleglobe Inc. breached their fiduciary duty to Teleglobe Inc. and failed to act in accordance with the standard of care prescribed under the Canada Business Corporations
Act.
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The plaintiff is seeking compensation for oppression in the amount of $3 billion and damages for breach of fiduciary duty in the amount of $3 billion, in each case plus
interest and costs.

Class Action Concerning Bell Canada and Bell Mobility Inc. (Bell Mobility) Late Payment Charges

On June 27, 2006, a motion to obtain the authorization to institute a class action in the province of Québec was served against Bell Canada and Bell Mobility in the Québec
City District of the Superior Court. The lawsuit was filed on behalf of all physical persons and companies in Canada that were billed late payment charges despite the fact that
customers allegedly paid amounts owing to Bell Canada and Bell Mobility within the payment period indicated on their bills. On September 28, 2007, Bell Canada and
Bell Mobility received an amended motion to obtain the authorization to institute a class action, pursuant to which the plaintiff indicated that it intended to act only for
customers in the province of Québec.
On January 10, 2008, the Québec Superior Court issued a judgment granting the plaintiff’s motion and authorizing the institution of a class action against Bell Canada and
Bell Mobility. The members of the classes are all physical persons and companies in Québec, of 50 employees or less, who were billed late payment charges since
June 21, 2003 after allegedly having made full payment of amounts owing to Bell Canada and/or Bell Mobility to a financial institution and/or, for Bell Mobility’s customers
only, by cheque, within the payment period indicated on their bills. The class action seeks an order requiring Bell Canada and Bell Mobility to repay all late payment charges
to the members of the classes. In addition to the reimbursement of such amounts, the class action also seeks payment of punitive damages by Bell Canada and Bell Mobility.
On April 11, 2008, following the Québec Superior Court’s judgment on authorization, the plaintiff filed a motion to institute a class action.

NOTE 26: 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.

The following table represents guarantees that BCE has entered into that have a fixed maximum potential exposure, and their respective terms. BCE also has guarantees
where no maximum potential amount is specified.

INDEFI-

2009 2010 2011 2012 2013+ NITE TOTAL

Sale of assets and businesses 19 - 15 - 4 1,660 1,698
Sale of services 61 - - - 55 5 121
Purchase and development of assets - 1 6 - - 4 11
Other 5 7 2 2 7 - 23
Total 85 8 23 2 66 1,669 1,853

Sale of Assets and Businesses

As part of transactions involving business dispositions and sales of assets, we may be required to pay counterparties for costs and losses incurred as a result of breaches of
representations and warranties, losses or damages to property, environmental liabilities, changes in or in the interpretation of laws and regulations (including tax legislation),
valuation differences, earn-out guarantees if the disposed business does not meet specific targets, contingent liabilities of a disposed business, or reassessments of previous
tax filings of the corporation that carries on the business.

A nominal amount has been accrued in the consolidated balance sheet relating to this type of indemnification or guarantee at December 31, 2008. Historically, we have
not made any significant payments under this type of indemnification or guarantee.

Sale of Services

In transactions involving sales of services, we may be required to pay counterparties for costs and losses incurred as a result of breaches of representations and warranties,
or changes in or in the interpretation of laws and regulations (including tax legislation).

No amount has been accrued in the consolidated balance sheet relating to this type of indemnification or guarantee at December 31, 2008. Historically, we have not made
any significant payments under such indemnifications or guarantees.
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Purchase and Development of Assets

As part of 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
representations and warranties, losses of or damages to property, or changes in or in the interpretation of laws and regulations (including tax legislation).

No amount has been accrued in the consolidated balance sheet relating to this type of indemnification or guarantee at December 31, 2008. Historically, we have not
made any sig-nificant payments under such indemnifications or guarantees.

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
breaches of representations and warranties, losses of or damages to property, or changes in or in the interpretation of laws and regulations (including tax legislation).

A nominal amount has been accrued in the consolidated balance sheet relating to this type of indemnification or guarantee at December 31, 2008. Historically, we have
not made any significant payments under such indemnifications or guarantees.

NOTE 27: SUPPLEMENTAL DISCLOSURE FOR STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31 2008 2007 2006

Cash used in non-cash operating assets and liabilities

Accounts receivable 49 57 (84)
Inventory (40) 52 (6)
Prepaid and other expenses 26 (78) (44)
Other long-term assets 85 (75) (24)
Accounts payable and accrued liabilities 268 127 (275)
Interest payable (6) (23) (6)
Other long-term liabilities (29) (16) 9)
Other 14 (46) 186

Total cash used in non-cash operating assets and liabilities 367 (2) (262)
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Glossary

Adjusted EPS
This is earnings per share before restructuring and other and net losses (gains) on
investments.

ARPU and ARPS
Average revenue per unit and average revenue generated by each unit or
subscriber, expressed as a rate per month for the year.

Black-Scholes Option Pricing Model

The Black-Scholes option pricing model is the 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.

Book Value Per Share
This is common shareholders’ equity divided by the number of common shares
outstanding.

Capital Intensity
This is capital expenditures divided by operating revenues.

Churn

This is the rate at which existing subscribers cancel their services. Churn is
calculated as the number of subscribers disconnected divided by the average
subscriber base.

Common Dividend Payout Ratio
Dividends paid on common shares divided by net earnings applicable to common
shares.

Common Dividend Yield

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.

Cost of Acquisition

COA is 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.

Curtailment

A curtailment is a significant reduction in plan benefits that can result when a defined
benefit pension plan is amended or restructured. Types of curtailments include a
reduction in the expected number of years of future service of active employees or
the elimination of the right to earn defined benefits for some or all of the future
service of employees.

EBITDA

We define EBITDA (earnings before interest, taxes, depreciation and amortization of
intangible assets) as operating revenues less cost of revenue and selling, general
and administrative expenses, meaning it represents operating income before
depreciation, amortization of intangible assets and restructuring and other.

EBITDA Margin
This is EBITDA divided by operating revenues.

Free Cash Flow

We define free cash flow as cash from operating activities and distributions received
from Bell Aliant less capital expenditures, preferred share dividends,
dividends/distributions paid by subsidiaries to non-controlling interest, other investing
activities and Bell Aliant free cash flow.

Goodwill

Goodwill may be 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.

Long-Term Debt to Total Shareholders’ Equity
This is long-term debt (including any portion due within one year) divided by
shareholders’ equity.

Market Capitalization
This is BCE Inc.’s share price at the end of the year multiplied by the number of
common shares outstanding.

Operating Margin
Operating income divided by operating revenues.

Price to Book Ratio
BCE Inc.’s share price at the end of the year divided by the book value per share.

Price to Cash Flow Ratio

BCE Inc.’s share price at the end of the year divided by the cash flow per share.
Cash flow per share is cash flow from operating activities less capital expenditures
divided by the average number of common shares outstanding.

Price to Earnings Ratio
BCE Inc.’s share price at the end of the year divided by earnings per share.

Return on Equity
Return on common shareholders’ equity is net earnings available to common shares
as a percentage of average common shareholders’ equity.

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 right to receive future benefits.

Total Debt to Total Assets
Total long-term debt (including debt due within one year) divided by total assets.

BCE Inc. — 2008 Annual Report 121

Board of Directors

At March 11, 2009

Thomas C. O’Neill, FCA
Toronto, Ontario

Chair of the Board,

BCE Inc. and Bell Canada
Director since

January 2003

George A. Cope

Toronto, Ontario
President and Chief
Executive Officer,

BCE Inc. and Bell Canada
Director since July 2008

André Bérard, O.C.
Montréal, Québec
Corporate Director
Director since
January 2003

Anthony S. Fell, O.C.
Toronto, Ontario
Corporate Director
Director since
January 2002

Donna Soble Kaufman
Toronto, Ontario
Corporate Director

and Lawyer

Director since June 1998

Ronald A. Brenneman
Calgary, Alberta
President and Chief
Executive Officer,
Petro-Canada

Director since
November 2003

Brian M. Levitt
Montréal, Québec
Partner and Co-Chair,
Osler, Hoskin &
Harcourt LLP

Director since May 1998

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

The Honourable
Edward C. Lumley, P.C.
South Lancaster, Ontario
Vice-Chairman,

BMO Nesbitt Burns Inc.
Director since

January 2003

James A. Pattison, O.C., O.B.C.
Vancouver, British Columbia
Chairman and Chief

Executive Officer,

The Jim Pattison Group

Director since



COMMITTEES OF THE BOARD
Members of Committees of the Board

AUDIT COMMITTEE
T.C. O'Neill (Chair), A. Bérard, A.S. Fell, V.L. Young

The audit committee assists the board in the oversight of:

the integrity of BCE Inc.’s financial statements and related information
BCE Inc.’s compliance with applicable legal and regulatory requirements
the independence, qualifications and appointment of the external auditor
the performance of both the external and internal auditors

management’s responsibility for reporting on internal controls and risk
management.

PENSION FUND COMMITTEE (PFC)
V.L. Young (Acting Chair), R.A. Brenneman, B.M. Levitt, P.M. Tellier

The PFC assists the board in the oversight of:

e the administration, funding and investment of BCE Inc.’s pension plans and

fund

e the unitized pooled fund sponsored by BCE for the collective investment of the

fund and the participant subsidiaries’ pension funds.
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CORPORATE GOVERNANCE COMMITTEE (CGC)
D. Soble Kaufman (Chair), A. Bérard, E.C. Lumley, J.A. Pattison

The CGC assists the board in:

developing and implementing BCE Inc.’s corporate governance guidelines
identifying individuals qualified to become members of the board
determining the composition of the board and its committees

determining the directors’ remuneration for board and committee service

developing and overseeing a process to assess the Chair of the board, the
board, committees of the board, Chairs of committees and individual directors
reviewing and recommending for board approval BCE Inc.’s policies
concerning business conduct, ethics, public disclosure of material information
and other matters.

MANAGEMENT RESOURCES AND COMPENSATION COMMITTEE (MRCC)
P.M. Tellier (Chair), R.A. Brenneman, A.S. Fell

The MRCC assists the board in the oversight of the:

compensation, nomination, evaluation and succession of officers and other
management personnel
health and safety policies and practices.

Executives

At March 11, 2009

Michael Cole

Executive Vice-President
and Chief Information
Officer, Bell Canada

George A. Cope
President and Chief
Executive Officer

of BCE Inc.

and Bell Canada
Kevin W. Crull
President — Residential
Services, Bell Canada

J. Trevor Anderson
Executive Vice-President —
Network, Bell Canada
Wade Oosterman
President — Bell Mobility
and Chief Brand Officer,
Bell Canada

Stéphane Boisvert
President — Enterprise,
Bell Canada

Charles W. Brown
President — Small and
Medium Business
and Bell West,

Bell Canada

John Sweeney
President — Wholesale, Bell Canada

Siim A. Vanaselja
Executive Vice-President and Chief
Financial Officer, BCE Inc. and Bell

Mary Ann Turcke Canada
Executive Vice-President — Field
Services, Bell Canada David D. Wells

Martine Turcotte

Executive Vice-President —Corporate
Services, BCE Inc. and Bell Canada

Executive Vice-President and Chief Legal
and Regulatory Officer, BCE Inc. and
Bell Canada
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Shareholder Information — Tax Information

SHARE FACTS

SYMBOL
BCE

LISTINGS
TSX and NYSE stock exchanges

You will find a summary of the differences between our governance practices and the NYSE corporate governance rules in the governance section of our website at

www.bce.ca.

COMMON SHARES OUTSTANDING
803,056,958 as at December 31, 2008

QUARTERLY DIVIDEND*
$0.385 per common share

2009 DIVIDEND SCHEDULE*

Record Date

March 16, 2009
June 15, 2009
September 15, 2009
December 15, 2009

Payment Date
April 15, 2009
July 15, 2009
October 15, 2009
January 15, 2010



* Subject to dividends being declared by the board of directors

TAX INFORMATION

DIVIDENDS AND CAPITAL GAINS ON YOUR SHARES
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 and/or Bell Aliant Regional Communications Income Fund units in July 2006, you should contact BCE Inc.’s Investor Relations
group to learn more on the tax implications impact on your cost or visit www.bce.ca.

Since January 1, 2006 and unless stated otherwise, dividends paid by BCE to Canadian residents are eligible dividends as per the Canadian Income Tax Act. Since
March 24, 2006 and unless stated otherwise, dividends paid by BCE to Québec residents also qualify as eligible dividends.

FOREIGN INVESTORS
Dividends paid or credited to non-residents 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

We are required to solicit taxpayer identification numbers (TIN) and Internal Revenue Service (IRS) Form W-9 certifications of residency from certain U.S. investors. Where
these have not been received, we may be required to deduct the IRS’ specified backup withholding tax. For additional information, please contact BCE Inc.’s Investor
Relations group or the transfer agent, Computershare Trust Company of Canada.

NORMAL COURSE ISSUER BID

On December 19, 2008, BCE Inc. received acceptance from the Toronto Stock Exchange (TSX) of its Notice of Intention to Make a Normal Course Issuer Bid (Notice of
Intention). The filing of this notice allows BCE Inc. to repurchase for cancellation, from December 23, 2008 to December 22, 2009, up to 40,000,000 of its common shares,
representing approximately 5% of BCE Inc.’s 807,049,958 issued and outstanding common shares as of December 5, 2008. Purchases may be made through the TSX
and/or the New York Stock Exchange (NYSE) or by such other means as may be permitted by the TSX and/or the NYSE, including pre-arranged crosses, exempt offers,
private agreements under an issuer bid exemption order issued by a securities regulatory authority and block purchases in accordance with the TSX policies. In the event that
BCE Inc. purchases common shares by pre-arranged crosses, exempt offers and private agreements, the purchase price of the common shares may be different than the
market price of the common shares at the time of the acquisition. A copy of the Notice of Intention is available on SEDAR at www.sedar.com and on EDGAR at www.sec.gov.
You can also obtain a copy on request without charge from BCE Inc.’s Investor Relations group.

SHAREHOLDER SERVICES

DIVIDEND REINVESTMENT AND STOCK PURCHASE PLAN
This plan provides a convenient method for eligible holders of 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. By doing so, you will receive your documents faster and
in an environmentally friendly manner while helping your company reduce printing and postage costs.

MANAGE YOUR SHAREHOLDER ACCOUNT
Enrol in Investor Centre on www.computershare.com and benefit from a wide variety of self-service tools to help track and manage your shares.

DUPLICATE MAILINGS
Help us control costs and eliminate duplicate mailings by consolidating your accounts.

For more details on any of these services, registered shareholders (shares are registered under your name) must contact the transfer agent. Non-registered shareholders
must contact their brokers.
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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 1 800 561-0934
(toll free in Canada and the U.S.)

fax 416 263-9394 or 1 888 453-0330
(toll free in Canada and the U.S.) or visit their
website at www.computershare.com.

INVESTOR RELATIONS

Building A, 6th Floor

1 Carrefour Alexander-Graham-Bell
Verdun, Québec H3E 3B3

e-mail investor.relations@bce.ca
tel 1 800 339-6353
fax 514 786-3970
or visit the Investors section on our website at www.bce.ca.

Trademarks: The following is a list of all our trademarks referred to and used as such in this annual report. Aliant and xwave are trademarks of Bell Aliant Regional Communications, Limited Partnership; BCE is a trademark of
BCE Inc.; Bell, Bell Canada, Bell Internet, Bell Mobility, Bell Nordig, Bell TV and Sympatico are trademarks of Bell Canada; Expertech is a trademark of Expertech Network Installation Inc.; Solo is a trademark of Bell Mobility Inc.;
Télébec is a trademark of Telebec Limited Partnership; The Source by Circuit City is a trademark of Circuit City Stores West Coast, Inc.; Virgin is a trademark of Virgin Enterprises Limited. 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 domain names and prosecuting
those who infringe on them. We take great care not to infringe on the intellectual property and trademarks of others. Any other trademarks, or corporate, trade or domain names used in this report are the property of their owners
including the following. BlackBerry and related trademarks, names and logos are the property of Research In Motion Limited and are registered and/or used in the U.S. and countries around the world — Used under license from
Research In Motion Limited; CGl is a trademark of CGI Group Inc.; CTVglobemedia is a trademark of CTV Inc.; FSC is a trademark of Forest Stewardship Council, A.C.; GSM is a trademark of GSM MOU Association; Microsoft,
MSN and Windows Mobile are either registered trademarks or trademarks of Microsoft Corporation in the United States and/or other countries; NHL is a registered trademark of the National Hockey League; Nimiq is a trademark of
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Exhibit 99.3

CONSENT OF INDEPENDENT REGISTERED CHARTERED ACCOUNTANTS

We consent to the use of our reports dated March 11, 2009 relating to the financial statements of BCE Inc., to the reconciliation of Canadian GAAP to United States GAAP and to BCE Inc.’s
internal control over financial reporting appearing in the annual report on Form 40-F of BCE Inc. for the year ended December 31, 2008.

We also consent to the incorporation by reference in Registration Statements No. 333-12130 on Form F-3 and No. 333-12780 and 333-12802 on Form S-8 of our reports dated March 11, 2009
relating to the financial statements of BCE Inc., to the reconciliation of Canadian GAAP to United States GAAP and to BCE Inc.’sinternal control over financial reporting appearing in the
annual report on Form 40-F of BCE Inc. for the year ended December 31, 2008.

(signed) Deloitte & Touche LLP?
Independent Registered Chartered Accountants

Montréal, Canada
March 11, 2009

! Chartered accountant auditor permit no 13633



Exhibit 99.4

RECONCILIATION OF CANADIAN GAAPTO UNITED STATES GAAP
We, our and BCE means BCE Inc., its subsidiaries and joint ventures.

Our annual consolidated financial statements are prepared in accordance with Canadian generally accepted accounting principles (“GAAP”). This reconciliation of Canadian GAAP to United
States GAAP should be read in conjunction with our annual consolidated financia statements for the year ended December 31, 2008. We believe that this reconciliation reflects all adjustments
(consisting of normal recurring adjustments) necessary to present fairly the results for the years shown. Material differences between Canadian GAAP and United States GAAP are quantified
and described below:

-1-
Consolidated Statements of Operations
For theyear ended December 31
(in $ millions, except share amounts) 2008 2007 2006
Earnings from continuing operations— Canadian GAAP 1,031 3,959 1,893
Differences
Cost of revenue, exclusive of depreciation and amortization
Leases ¥ (19) (8) -
Selling, general and administrative expenses
Deferred costs and finite-life intangible assets @ - (3) (13)
Employee benefit plans ® 45 32 (24)
Depreciation and amortization expense
Deferred costs and finite-life intangible assets @ 12 16 18
Capitalized interest @ (67) (62) (50)
Leases ¥ 15 7 -
Other income (expense)
Income from joint ventures @ @) 176 7
Net change in unrealized gains and losses on derivatives © - 4 2
Sale of businesses - (23) 1,540
Interest expense
Capitalized interest @ 107 111 116
Leases ¥ 1 1 -
Income taxes
Tax effect of the aboveitems (26) (91) (28)
Unrecognized tax benefits ® (58) (240) -
Non-controlling interest 9 (2 10
Earnings from continuing operations—U.S. GAAP 1,025 3,869 3,541
Discontinued operations — Canadian GAAP (88) 98 114
Difference ® 5 (115) (73)
Discontinued operations U.S. GAAP (83 a7) 41
Net earnings— U.S. GAAP 942 3,852 3,582
Dividends on preferred shares — Canadian GAAP (124) (131) (70)
Difference © - - (15)
Dividends on preferred shares— U.S. GAAP (124) (131) (85)
Net earnings applicable to common shares— U.S. GAAP 818 3,721 3,497
Net ear nings per common share—basic, U.S. GAAP
Continuing operations 112 4.64 4.01
Discontinued operations (0.10) (0.02) 0.05
Net earnings 1.02 4.62 4.06
Net earnings per common share —diluted, U.S. GAAP
Continuing operations 112 4.63 4.01
Discontinued operations (0.10) (0.02) 0.05
Net earnings 1.02 4.61 4.06
Average number of common shares outstanding — basic (millions) 805.8 804.8 861.4
_2-
Consolidated Statements of Comprehensive (L oss) |ncome
For theyear ended December 31
(in $millions) 2008 2007 2006
Other comprehensive (loss) income, net of income taxes and non-controlling interest — Canadian
GAAP (29) 63 71
Difference
Net change in unrealized gains (losses) on available-for-sale financial assets - - (18)
Net change in gains and |osses on derivatives designated as cash flow hedges - - 2
Additional minimum pension liability - - 1,132
Benefit plans ®) © (593) 566 -
Other comprehensive (loss) income—U.S. GAAP (622) 629 1,183
Net earnings— U.S. GAAP 942 3,852 3,582
Comprehensiveincome—U.S. GAAP 320 4,481 4,765




Consolidated Statements of Accumulated Other Comprehensive L oss

For theyear ended December 31
(in $ millions) 2008 2007
Currency trandlation adjustment 2 (4
Available-for-sale financial assets and derivatives designated as cash flow hedges © 43 74
Benefit plans () ©©)
Net actuarial losses (1,605) (1,025)
Net past service costs 68 77
Net transitional obligations 2 2
Accumulated other comprehensive loss— U.S. GAAP (1,498) (876)
-3-
Consolidated Balance Sheets
At December 31 2008 2007
Canadian u.S Canadian u.S
(in $ millions) GAAP Differences GAAP GAAP Differences GAAP
ASSETS
Current assets
Cash and cash equivalents 3,059 - 3,059 2,652 - 2,652
Accounts receivable 1,837 - 1,837 1,902 - 1,902
Future income taxes 86 - 86 71 - 71
Inventory 272 - 272 264 - 264
Prepaid and other expenses 304 - 304 274 - 274
Current assets of discontinued operations 20 - 20 61 - 61
Total current assets 5,578 - 5,578 5,224 - 5,224
Capital assets
Property, plant and equipment ) @ 19,407 594 20,001 18,593 537 19,130
Finite-life intangible assets @ © 2,697 51 2,748 2,475 a7 2,522
Indefinite-life intangible assets 3,697 - 3,697 2,913 - 2,913
Total capital assets 25,801 645 26,446 23,981 584 24,565
Other long-term assets () 2,613 (1,882) 731 3,080 (1,211) 1,869
Goodwill © 5,659 64 5,723 5,855 64 5,919
Non-current assets of discontinued operations 12 - 12 90 - 20
Total assets 39,663 (1,173) 38,490 38,230 (563) 37,667
LIABILITIES
Current liabilites
Accounts payable and accrued liabilites 3,538 - 3,538 3,254 - 3,254
Interest payable 139 - 139 145 - 145
Dividends payable 337 - 337 337 - 337
Debt due within one year @ 2,201 12 2,213 721 ) 714
Current liabilities of discontinued operations 12 - 12 40 - 40
Total current liabilities 6,227 12 6,239 4,497 @) 4,490
Long-term debt @ O ® 10,099 25 10,124 10,766 36 10,802
Other long-term liabilities 4,946 110 5,056 4,630 (5) 4,625
Non-current liabilities of discontinued operations - - - 2 - 2
Total liabilities 21,272 147 21,419 19,895 24 19,919
Non-controlling inter est 1,080 (487) 593 1,103 (348) 755
SHAREHOLDERS EQUITY
Preferred shares 2,770 - 2,770 2,770 - 2,770
Common shareholders' equity
Common shares ¥ 13,525 (65) 13,460 13,536 (65) 13,471
Treasury stock (86) - (86) - - -
Contributed surplus 2,531 (1,540) 991 2,537 (1,540) 997
Accumulated other comprehensive income (10ss) 39 (1,537) (1,498) 68 (944) (876)
(Deficit) retained earnings (1,468) 2,309 841 (1,679) 2,310 631
Total common shareholders equity 14,541 (833) 13,708 14,462 (239) 14,223
Total shareholders equity 17,311 (833) 16,478 17,232 (239) 16,993
Total liabilities and shareholders’ equity 39,663 (1,173) 38,490 38,230 (563) 37,667
-4-
Consolidated Statements of Cash Flows
For theyear ended December 31
(in $ millions) (unaudited) 2008 2007 2006
Cash flows from operating activities— Canadian GAAP 5,912 5,733 5,357
Differences
Deferred costs @ - ©) (13)
Capitalized interest @ 107 111 116
Income from joint ventures @ - 3 (89)




Cash flows from operating activities— U.S. GAAP 6,019 5,844 5371
Cash flows used in investing activities— Canadian GAAP (3,950) (61) (3,684)
Differences
Deferred costs @ - 3 13
Capitalized interest @ (107) (111) (116)
Income from joint ventures @ - 326 849
Cash flows used in investing activities— U.S. GAAP (4,057) 157 (2,938)
Cash flows used in financing activities— Canadian and U.S. GAAP (1,559) (3,919) (3,639)
Cash flows used in continuing operations—U.S. GAAP 403 2,087 (1,206)
Cash flows used in discontinued operations activities— U.S. GAAP @ (25) (29) 7
Cash flows used in discontinued investing activities— U.S. GAAP 29 19 638
Cash flows from discontinued financing activities— U.S. GAAP 2 - 627
Net decrease in cash and cash equivalents 405 2,077 136
Cash and cash equivaents at beginning of period 2,658 581 445
Cash and cash equivalents at end of period 3,063 2,658 581
Consists of:
Cash and cash equivalents of continuing operations 3,059 2,652 563
Cash and cash equivalents of discontinued operations 4 6 18
Total 3,063 2,658 581
-5-

All amounts are in millions of Canadian dollars, except where noted.

(a) Deferred Costs and Finite-life Intangible Assets

Under Canadian GAAP, certain expenses, such as development costs and pre-operating expenses, are deferred and amortized if they meet specified criteria. Under United States GAAP, these
costs must be expensed as incurred.

(b) Employee Benefit Plans

Under United States GAAP, we recognize the funded status of benefit plansin the balance sheet by aggregating overfunded plans separately from underfunded plans and recording the
resulting amounts as an asset and aliability, respectively. We also recognize as a component of other comprehensive income, net of tax, the actuarial gains or losses and past service costs or
credits that arise during the period. Under Canadian GAAP, these amounts are not recorded on the balance sheet until the period in which they affect earnings.

Also, under Canadian GAAP, we recognize a pension valuation allowance for any excess of the accrued benefit asset over the related expected future benefit. Changes in the pension valuation
allowance are recognized in the consolidated statement of operations. United States GAAP does not permit pension valuation allowances. Differences also arise from the use of the corridor
method to amortize actuarial gains and losses for Canadian GAAP purposes.

(c) Post-Employment Benefits

In 2007, we announced the phase-out of other post-employment benefits for future retirees over the next 10 years. Under Canadian GAAP, this plan amendment reduces the unamortized
transitional obligation and increases past service credits amortized over the expected average remaining service lives (EARSL) of affected employees. Under United States GAAP, this plan
amendment was reflected as an increase in other comprehensive income (loss) of $209 million in June, 2007.

(d) Income from Joint Ventures

Under Canadian GAAP, we account for our interestsin joint ventures using the proportionate consolidation method. Under United States GAAP, these interests would be accounted for using
the equity method. This difference is not reflected in our United States GAAP reconciliation for those joint venture interests that qualify for the related accommodation provided by the United
States Securities and Exchange Commission.

Our joint venture interests accounted for using the proportionate consolidation method are not material to our financial position or results of operations.

Certain joint venture interests have been accounted for as discontinued operations under Canadian GAAP. Under United States GAAP, we must continue to reflect these investmentsin
continuing operations. Our proportionate interest in joint venture results of operations and any gain or loss on disposal are reclassified from discontinued operations under Canadian GAAP to
continuing operations under United States GAAP.

(e) Derivative Instruments and Hedging Activities

Under Canadian GAAP, foreign-currency derivatives embedded in a non-financial instrument host contract are not bifurcated and separately accounted for when specified conditions are met.
Differences may also arise with respect to the measurement of hedge ineffectiveness recorded in earnings.

In 2003, we settled the dividend rate swaps used to hedge certain preferred shares. These dividend rate swaps were used to convert the fixed-rate dividends on the preferred shares to floating-
rate dividends. Prior to January 1, 2007, under Canadian GAAP, the proceeds received on settlement of these swaps were deferred and amortized against preferred dividends over the
remaining original terms of the swaps. Under United States GAAP, these swaps did not qualify for hedge accounting and the settlement gain was recorded through earnings when realized. As
of January 1, 2007, thereis no difference between Canadian GAAP and United States GAAP.

(f) Sale of Businesses, Business Combinations and Goodwill

Under Canadian GAAP, certain business combinations have been accounted for at the carrying value of the underlying assets and liabilities exchanged, whereas under United States GAAP
such transactions were recorded on afair value basis. Also, differences between Canadian GAAP and United States GAAP may cause corresponding differencesin the carrying values of the
net assets of businesses sold, including those classified as discontinued operations. Changes in our ownership interest in these businesses will cause a corresponding difference in any resulting
gains or losses.

BCE’s ownership interest in Bell Aliant was reduced through a distribution of trust units by way of areturn of capital to holders of BCE Inc. common shares on July 10, 2006. This distribution
resulted in an increase in contributed surplus of $1,547 million for Canadian GAAP. For United States GAAP purposes, the distribution of trust unitsis deemed to have occurred at fair value,
with the resulting gain recognized in earnings. Therefore, the increase in contributed surplus under Canadian GAAP, adjusted for previoudly existing United States and Canadian GAAP
differences, was recorded as a gain on distribution of trust units in earnings from continuing operations for United States GAAP purposes.

(g) Capitalized I nterest

Under Canadian GAAP, we capitalize interest for significant assets under construction. Under United States GAAP, borrowing costs must be capitalized for all assets under construction.




(h) Income Taxes

In June 2006, the FASB issued Interpretation No. 48, Accounting for Uncertainty in Income Taxes, an interpretation of FAS 109, Accounting for Income Taxes (“FIN 48”), effective for fiscal
years beginning after December 15, 2006. FIN 48 provides specific guidance on the recognition, de-recognition and measurement of income tax positionsin financial statements, including the
accrual of related interest and penalties. An income tax position is recognized when it is more likely than not that it will be sustained upon examination based on its technical merits, and is
measured as the largest amount that is greater than 50% likely to be realized upon settlement. Under Canadian GAAP, we recognize and measure income tax positions, including any related
accrualsfor interest and penalties, based on our best estimate of the amount that is more likely than not to be realized.

Asaresult of the adoption of FIN 48, BCE recognized a $636 million decrease in the liability for unrecognized tax benefits, with a corresponding decrease in our opening deficit, as at January
1, 2007, as reported under United States GAAP.

BCE and its subsidiaries are subject to either Canadian federal and provincial income tax, United States federal, state or local income tax. BCE has substantially concluded all Canadian federal
and provincial income tax matters for the years through 2000. Canadian federal income tax returns for taxation years ended December 31, 2001 through December 31, 2006 are currently under
examination by the Canada Revenue Agency, which to date has not proposed any significant adjustments. No material matters pertaining to United States federal, state or local income tax
matters are currently outstanding.

A reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows:

(in $millions)

Balance at January 1, 2008 549
Increases based on tax positions related to the current year 6
Increases for tax positions of prior years 107

Balance at December 31, 2008 662

The balance of $662 million at December 31, 2008 includes $229 million of tax positions for which the ultimate deductibility is highly certain but for which there is uncertainty asto the
timing of such deductibility. The disallowance of a shorter deductibility period would not affect the effective tax rate, except with respect to interest and penalties and the impact of declining
income tax rates. The remaining $433 million of unrecognized tax benefits would, if recognized, favourably affect the effective income tax rate in any future periods. Subject to the results of
audit examinations by taxing authorities and to legidative amendments, BCE does not anticipate adjustments to the amount of unrecognized tax benefits during the next twelve months that
would have amaterial impact on itsfinancial statements.

BCE records interest and penalties related to income tax positions in income tax expense. For the twelve months ended December 31, 2008, BCE recognized approximately $31 millionin
interest and penalties. BCE had accrued $175 million for interest and $ nil for penalties at December 31, 2008 and $144 million and nil respectively, at December 31, 2007.

(i) Leases

Under United States GAAP, leases entered into during the last 25% of the total estimated economic life of the leased asset are classified as operating leases unless we expect to obtain
ownership of the leased asset by the end of the lease term. Under Canadian GAAP, we account for such leases as capital |eases when we obtain substantially all of the benefits and risks
incident to ownership of the leased asset.

() Sharelssue Costs

Under United States GAAP, share issue costs are recorded as a reduction of the proceeds raised from the issuance of capital stock, whereas under Canadian GAAP we charge share issue costs
to deficit.

(k) Debt Issue Costs

Under United States GAAP, debt issue costs incurred in connection with the issuance of debt securities or other long-term borrowings are recorded as deferred charges and amortized over the
term of the debt. Under Canadian GAAP, these costs are classified with the corresponding debt on the balance sheet.

-8
() Other Long-Term Assetsand Other Long-Term Liabilities
At December 31, (in $ millions) 2008 2007
Other long-term assets
Deferred costs @ (15) (23)
Employee benefit plans (2,763) (1,792)
Future income taxes 854 550
Debt issue costs 42 54
(1,882) (1,211)
At December 31, (in $ millions) 2008 2007
Other long-term liabilities
Employee benefit plans ® 236 213
Future income taxes and unrecognized tax benefits (126) (218)
110 (5

(m) Guarantees

Under Canadian GAAP, guarantees do not include indemnifications against intellectual property right infringement. Under United States GAAP, these indemnifications are included in
guarantees. At December 31, 2008, such indemnifications amounted to $71 million (2007 — $176 million), of which $20 million expiresin 2009, $25 million in 2010, $5 million in 2011, nil in
2012, $15 million in 2013 and thereafter, and $6 million with an indefinite term. We also have guarantees where no maximum potential amount is specified.

(n) Future Accounting Changes

In September 2006, the FASB issued Statement No. 157, Fair Value Measurements (“FAS 157”), which establishes a framework for measuring fair value in United States GAAP and expands
disclosures about fair value measurements. FAS 157 came into effect as of January 1, 2008, except for certain non-financial assets, such as capital assets and goodwill, and non-financial
liabilitiesin which caseit is applicable for fiscal years beginning after November 15, 2008. We currently are evaluating the effect of adopting the remaining provisions of this new standard.

In December 2007, the FASB issued Statements No. 141 (revised 2007), Business Combinations (“FAS 141(R)"), and No. 160, Noncontrolling Interests in Consolidated Financial Satements
—an amendment of ARB No. 51 (“FAS 160"). These new standards will significantly change the financial accounting and reporting of business combination transactions and non-controlling



interests in consolidated financial statements. The most significant changes resulting from FAS 141(R) and FAS 160 include requirements to:

e Recognize 100 percent of the fair values of assets acquired, liabilities assumed, and non-controlling interests in acquisitions of less than a 100 percent controlling interest when the
acquisition resultsin a change in control of the acquired entity;

Recognize contingent consideration arrangements at their acquisition-date fair values,

Expense, as incurred, acquisition-related transaction costs;

Capitalize acquisition-related restructuring costs only if certain criteria are met as of the acquisition date; and

Classify non-controlling interest in subsidiaries as a separate component of equity.

These new standards are effective for fiscal years beginning after December 15, 2008. We currently are evaluating the impact of the adoption of these new standards.

-10-



Exhibit 99.5

REPORT OF INDEPENDENT REGISTERED CHARTERED ACCOUNTANTSON
RECONCILIATION OF CANADIAN GAAP TO UNITED STATES GAAP

To the Board of Directors and Shareholders of BCE Inc.

We have audited the consolidated financia statements of BCE Inc. and subsidiaries (the “Company™) as at December 31, 2008 and 2007 and for each of the three yearsin the period ended
December 31, 2008, and the Company’ sinternal control over financial reporting as of December 31, 2008, and have issued our reports thereon dated March 11, 2009; such consolidated
financial statements and reports are included in the BCE Inc. 2008 Annual Report to Shareholders listed as Exhibit 99.2 on Form 40-F. Our audits also included the reconciliation from
Canadian GAAP to United States GAAP of the Company listed as Exhibit 99.4 on Form 40-F. This reconciliation from Canadian GAAP to United States GAAP is the responsibility of the
Company’s management. Our responsibility isto express an opinion based on our audits. In our opinion, such reconciliation from Canadian GAAP to United States GAAP, when considered in
relation to the basic consolidated financia statements taken as awhole, presents fairly, in all material respects, the information set forth therein.

Asdisclosed in note (h) to the reconciliation from Canadian GAAP to United States GAAP, the Company changed its method of accounting for income taxes in 2007.

(signed) Deloitte & Touche LLP?
Independent Registered Chartered Accountants

Montréal, Canada
March 11, 2009

! Chartered accountant auditor permit no 13633



Exhibit 99.31

CERTIFICATIONS

I, George A. Cope, certify that:

1

2.

| 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 thisreport, 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;

Theissuer’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)) and internal control over financia reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the issuer and have:

(8 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) Designed such internal control over financial reporting, or caused such internal control over financia reporting to be designed under our supervision, to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

(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 inthisreport any change in the issuer’sinternal control over financial reporting that occurred during the period covered by the annual report that has materially affected,
or isreasonably likely to materially affect, the issuer’sinternal 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 theissuer’s board of directors (or persons performing the equivalent functions):

(& All significant deficiencies and material weaknesses in the design or operation of internal control over financia 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 rolein the issuer’ s internal control over financial reporting.

Date: March 17, 2009

(signed) George A. Cope

George A. Cope
President and Chief Executive Officer
BCE Inc.

CERTIFICATIONS

I, Siim A. Vanasdlja, certify that:

1

2.

| 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;

Theissuer’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)) and internal control over financia reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the issuer and have:

(& 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) Designed such internal control over financial reporting, or caused such internal control over financia reporting to be designed under our supervision, to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

(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 inthisreport any changein the issuer’sinternal control over financial reporting that occurred during the period covered by the annual report that has materially affected,
or isreasonably likely to materially affect, the issuer’sinternal control over financial reporting; and



5. Theissuer'sother 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):

(& All significant deficiencies and material weaknesses in the design or operation of internal control over financia 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’ sinternal control over financial reporting.
Date: March 17, 2009

(signed) SimA. Vanaselja

Siim A. Vanaselja
Executive Vice-President and Chief Financial Officer
BCE Inc.



Exhibit 99.32

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, ASADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to Section 1350 of Chapter 63 of Title 18 of the United States Code (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 that:

the annual report on Form 40-F for the year ended December 31, 2008 of the Company (the “Form 40-F") 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 materia respects, the financial condition and results of operations of the Company.

Date: March 17, 2009 (signed) George A. Cope

George A. Cope
President and Chief Executive Officer
BCE Inc.

Date: March 17, 2009 (signed) Sim A. Vanasdlja

Siim A. Vanaselja
Executive Vice-President and Chief Financial Officer
BCE Inc.





