THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If you are
in any doubt as to the action that you should take, you should consult your financial
adviser, solicitor, accountant or other professional or legal adviser without delay.

NORTEL NETWORKS S.P.A (IN ADMINISTRATION)
(ITALY)
(THE "COMPANY")
and
its CVA CREDITORS (as defined herein)
COMPANY VOLUNTARY ARRANGEMENT
(under Part I of the Insolvency Act 1986)

This document (the "Proposal") has been prepared to inform CVA Creditors and Members of a
Proposal for a company voluntary arrangement (a "CVA"). Nothing in this Proposal should be
relied upon for any other purpose. Your attention is drawn to Paragraphs 8 (What are the
advantages if the CVA is approved?) and 19 (What do the Administrators recommend?) describing
the advantages of the Proposal and recommending why CVA Creditors and Members should vote
in favour of the Proposal.
THERE IS A DEADLINE FOR ACTION. The steps required to be taken by you are set out in
Part II (Steps to be taken by CVA Creditors and Members) of Section 1. The key dates to
vote on this Proposal are:


if you are a CVA Creditor, to vote at the Creditors' Meeting, please complete and return the
Voting Form (including a Creditor's Proxy Form) sent to you with this Proposal in
accordance with the instructions set out in it by no later than midday on 4 May 2017;



if you are a Member, to vote at the Members' Meeting, please complete and return the
Member's Proxy Form enclosed with this Proposal in accordance with the instructions set
out in it by no later than midday on 4 May 2017; and



the Creditors' Meeting and Members' Meeting will be held at Macchi di Cellere Gangemi,
Via G. Serbelloni, 4 - 20122 Milan, Italy at 11:00 a.m. Rome time on 5 May 2017 (in the
case of the Creditors' Meeting) and at 2:00 p.m. Rome time on 5 May 2017 (in respect of
the Members' Meeting). If you are a CVA Creditor and you wish to attend the Creditors'
Meeting, you should bring a copy of the Voting Form with you.

Formal notice of the Creditors' Meeting and Members' Meeting are enclosed and are also at Annex
2 (Notice of the Meetings).
Bar Date
If the Proposal is approved, the CVA imposes a Bar Date by which time all CVA Claims against the
Company must be submitted. The Bar Date for CVA Claims is currently anticipated to be no earlier
than 8 September 2017, being the earliest date falling four months from the Effective Date.
In order to receive a Distribution under the CVA, a CVA Creditor must submit a Claim Form on or
before the Bar Date. Only in the circumstances explained at Paragraph 25.1 (How does a CVA
Creditor submit a CVA Claim?) will a CVA Creditor be deemed to have submitted a Claim Form
before the Bar Date.
Record Date: 5 April 2017
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IMPORTANT NOTICE
This Proposal has been prepared by the Administrators of the Company to inform CVA Creditors
and Members of the Proposal for a CVA. Nothing in this Proposal should be relied upon for any
other purpose including any investment decision in relation to the debt, securities or any other
financial interest of any company in the Company. Nothing in this Proposal may be taken as an
admission of any fact or matter relating to the Company or relied upon in any litigation involving the
Company.
CVA Creditors and Members should review this Proposal in detail. If you are in any doubt as to the
action you should take in connection with the Proposal, or the tax or other consequences of the
proposed CVA for you, you should contact your legal, tax or other professional advisers. The
contents of this document are not to be construed as legal, business or tax advice. Each CVA
Creditor and Member should consult his own independent legal, financial or tax adviser for legal
financial or tax advice.
It is possible that the CVA may not be approved by the requisite majorities of CVA Creditors. The
Administrators make no representation or warranty and give no undertaking that the CVA in the
form described in this Proposal will be implemented within the proposed timetable or at all or that
the proposed CVA may not be amended, revoked or suspended.
This Proposal contains certain statements and statistics that are or may be forward-looking. These
statements typically contain words such as "intends", "expects", "anticipates", "estimates" and
words of similar import. By their nature, forward-looking statements involve risk and uncertainty
because they relate to events and depend on circumstances that will occur in the future. Although
the Administrators believe the expectations reflected in such statements are reasonable, the
accuracy and completeness of such statements is not warranted or guaranteed.
The Estimated Outcome Statement at Annex 6 (Estimated Outcome Statement) assumes
(amongst other things) that the Plans proposed by the Canadian Debtors and the US Debtors (see
paragraph 9 (Summary of key terms of the Allocation Settlement) of Annex 21 (Background to the
Nortel Group insolvency proceedings) for further details) will become effective in accordance with
their terms and that as a result the Sale Proceeds will be released from the Lockbox without the
need for further litigation. If the Plans do not become effective in accordance with their terms the
Estimated Outcome Statement may be materially inaccurate.
Without limiting the generality of the immediately preceding paragraph, all statements contained in
this Proposal in relation to estimated outcomes for CVA Creditors are illustrative only. As they are
based on assumptions that necessarily involve a subjective analysis of the matters referred to in
this Proposal, they cannot be relied upon as guidance as to the actual outcomes for CVA Creditors.
The Administrators have not authorised any person to make any representations concerning the
CVA which are inconsistent with the statements contained herein, and if such representations are
made, they may not be relied upon as having been so authorised.
Unless otherwise indicated, the statements contained in this Proposal are made as at 3 March
2017, being the latest practicable date before publication, and reflect the circumstances and the
information of which the Administrators were aware at that time.
NOMINEES AND SUPERVISORS
The Nominees in relation to the Company's CVA are the current Administrators, being Alan Robert
Bloom, Stephen John Harris, Christopher John Wilkinson Hill and Alan Michael Hudson of Ernst &
Young LLP, One More London Place, London SE1 2AF.
Should the CVA be approved, the Nominees will become the Supervisors, save that Mr Hill will
immediately cease to be a Supervisor. In light of Mr Hill vacating the office of Supervisor, the
Notice of Meeting contains a resolution to appoint Joanne Hewitt-Schembri of Ernst & Young LLP
as a Supervisor and she will be so appointed if the resolution is passed at the Creditors' Meeting.
Copies of Joanne Hewitt-Schembri's written consent to act and her written confirmation that she is
qualified to act as an insolvency practitioner in relation to the Company are at Annex 7
(Supervisor's Written Consent and Confirmation).
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The Nominees are unable to warrant or represent the accuracy or completeness of any information
contained within this document, or any information provided by any third party. The Nominees have
not authorised any person to make any representations concerning the CVA, and if such
representations are made, they may not be relied upon as having been so authorised.
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SUMMARY OF THE PROPOSAL
The following Summary of the Proposal should be read as an introduction to this document only.
Any decision as to how to vote should be based on consideration of this document as a whole and
not just this summary.
CVA Creditors and Members have been sent a pack of documents in relation to the proposed CVA
(see Documents received at page 7 below for further details).
CVAs are also being proposed in relation to a number of other European companies in the Nortel
Group and as a result, if you are a creditor of more than one of the European companies in the
Nortel Group you may receive more than one CVA to vote on. The effectiveness of the proposed
CVA for the Company is in no way conditional upon the CVA of any other company in the Nortel
Group.
Background to the Proposal
An explanation of the background to the Proposal is set out in Paragraph 6 (Background to the
Proposal) of Section 1 (Proposal). The background to the insolvency proceedings relating to
various Nortel Group companies is further set out in Annex 21 (Background to the Nortel Group
insolvency proceedings) and in the 16 progress reports prepared since the beginning of the
administration, which are available on the CVA Website. In overview, the Company was placed into
administration on 14 January 2009, together with a number of other European Nortel companies
(referred to as the EMEA Debtors). On the same day, the other principal companies in the
international Nortel Group, which were based in the United States and in Canada, also commenced
insolvency proceedings (referred to as the US Debtors and the Canadian Debtors respectively).
Following the appointments of the officeholders of the various entities comprising the Nortel Group,
it was determined that it was in the best interests of the Nortel Group for the entities to collaborate
in selling the assets in a coordinated manner in order to maximise the sale proceeds. Following the
successful sale of the global "business lines" and associated group assets during the course of
2009 and 2011, a sum of approximately US$7.3 billion (net) was placed in escrow. The different
Nortel Group companies were unable to reach agreement, however, regarding the allocation of the
Sale Proceeds between the various entities. As a result, the matter was referred for determination
to the US Court and the Canadian Court, which together decided on a methodology for allocating
the Sale Proceeds which differed from those advanced by each of the principal Nortel estates.
The allocation methodology determined by the US Court and the Canadian Court (discussed in
more detail at paragraph 4 (The outcome of the Allocation Dispute) of Annex 21 (Background to the
Nortel Group insolvency proceedings)) allocated more funds to those entities with more significant
liabilities to creditors. Amongst the EMEA Debtors, this particularly benefited NNUK by virtue of its
£2.147 billion liability to the English pension scheme under section 75 of the Pensions Act 1995.
Various parties subsequently appealed the decisions of the US and Canadian Courts, in
conjunction with appeals from certain other Nortel Group companies which were disadvantaged by
the decisions. Cross-appeals were subsequently filed by those other entities in the Nortel Group
that received a more advantageous treatment under the joint decisions.
Ultimately, a settlement has been reached between the various stakeholders resulting in the
Settlement and Plans Support Agreement which will become fully effective on the occurrence of the
Plans Effective Date. Pursuant to the Settlement and Plans Support Agreement, the Company has
been allocated a fixed percentage of 0.0734% (being approximately US$5,321,673 as at 31 July
2016 and US$5,331,000 as at 30 March 2017) from which the expenses of the Company and
claims of the Company’s creditors will be paid.
The Administrators have decided that the most appropriate process by which to determine the
liabilities of the Company and to distribute assets is by way of proposing a CVA. Mr Justice
Snowden ordered on 23 July 2015 that the Administrators are at liberty to propose a CVA.
What is a CVA and why is one being proposed?
The CVA will provide a mechanism to distribute cash to CVA Creditors as quickly as possible. The
main objectives of the proposed CVA are:
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to implement a date by which claims of CVA Creditors must be made to enable the Assets
of the Company to be distributed as quickly as possible following the Settlement and Plans
Support Agreement becoming fully effective;



to provide a mechanism to facilitate payment by the Company to its CVA Creditors in
accordance with the assurances given by the Administrators at the outset of the
administration (further detail is at Paragraph 7.1 (What are the assurances?) below);



to provide for the payment of interest at a commercial rate of 4.62% per annum on the
principal amounts on Allowed Claims if there are sufficient Assets of the Company; and



to compromise certain claims of CVA Creditors against the Company, the Administrators
and certain related parties.

If the CVA is approved and the Plans Effective Date occurs (being the final condition to the
Settlement and Plans Support Agreement becoming fully effective), there is the additional benefit
that the FSD proceedings commenced against the Company by the Pensions Regulator will be
permanently stayed thereby removing a potential claim against the Company which would have
resulted in a significant delay in making distributions to CVA Creditors had it been necessary to
resolve the FSD proceedings through the English Court. Further detail can be found at paragraph
10 (Summary of key terms of the Pensions Settlement) of Annex 21 (Background to the Nortel
Group insolvency proceedings).
One of the key benefits of the CVA is that provided the relevant approvals are obtained and it is not
subject to a successful challenge during the Challenge Period, the CVA will be binding on all CVA
Creditors who were entitled to vote at the Creditors' Meeting, whether or not they were present or
represented at that meeting, and all CVA Creditors who would have been entitled to vote if they
had had notice of the meeting. To become effective, this Proposal requires the approval of 75% or
more in value of the CVA Creditors present and voting in person or by proxy at the Creditors'
Meeting, provided that not more than half in value of those unconnected creditors have voted
against the Proposal.
The Members are also required to vote on this Proposal. The Members voting on the Proposal do
so on the basis of the rights attaching to their shares. If the outcome of the Members' Meeting
differs from the outcome of the Creditors' Meeting, the decision of the Creditors' Meeting will
prevail, subject to the right of the Members to apply to the English Court to challenge the approval
of the CVA. Nortel Networks International Finance & Holding B.V. (in administration) have
undertaken to vote in favour of the Proposal at the Members' Meeting.
For more information on the CVA process, see Paragraph 3 (What is a CVA?) below.
What are the estimated outcomes for CVA Creditors?
Annex 6 (Estimated Outcome Statement) to this Explanatory Statement, sets out the Estimated
Outcome Statement for the Creditors of the Company if the CVA is approved. This illustrates the
likely outcome for Creditors based on the Administrators' current estimates of assets and liabilities
(on the assumption that the Plans Effective Date occurs on or before 31 August 2017). The
statement should be read in conjunction with the notes set out in Annex 6 (Estimated Outcome
Statement). Based on the assumptions contained in the statement, it is currently estimated that, if
the Proposal is approved, the CVA Creditors are likely to ultimately receive a dividend of, or close
to, 100 pence in the £ of the principal amount of their Allowed Claim.
It is possible that claims may exist between certain European subsidiaries in the Nortel Group. The
Estimated Outcome Statement includes books and records claims between those subsidiaries but
does not currently include speculative claims which have not yet been formulated. Such claims, if
they exist, have not been released pursuant to the terms of the Deed of Release and thus must be
brought before the Bar Date if they are to rank for payment under the Terms. If such claims are
instituted and if they succeed, they may reduce the return to CVA Creditors. If any such claim ranks
as an Administration Expense then the submission of such claim will be subject to any bar date
ordered pursuant to the Expense Application. No decision has been made by any entity as to
whether or not to pursue any such claims. If any other assumption contained in the Estimated
Outcome Statement (and the notes thereto) proves to be inaccurate, the return to CVA Creditors
may be reduced.
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When is it likely that a CVA Creditor will receive a distribution under the CVA?
Subject to the Proposal being approved, the Expense Application resulting in an order which has
the effect of barring certain Administration Expense claims from being paid in priority to CVA
Claims and the Settlement and Plans Support Agreement becoming fully effective such that the
Company receives its allocation of the global sales proceeds, the Administrators consider that CVA
Creditors are likely to receive an initial Distribution in Autumn 2017.
What happens if the CVA is not approved?
If:


the Company's CVA is not approved at the relevant meetings; or



the Company's CVA is approved but is subject to a successful challenge during the
Challenge Period;

then:


the Pensions Regulator will be able to continue with the FSD proceedings against the
Company (further detail is at paragraph 10 (Summary of key terms of the Pensions
Settlement) of Annex 21 (Background to the Nortel Group insolvency proceedings)); and



there is a significant risk that distributions to CVA Creditors will be significantly delayed,
possibly by a number of years, whilst (i) the FSD proceedings are finally resolved, and (ii)
an alternative proof process and distribution mechanism is developed to enable payment to
be made to unsecured creditors.

Your vote on the Proposal is very important. Please take the time to consider the
documents that have been sent to you and take appropriate action, including the return of
the Voting Form.
Expense Application
The Administrators have separately made an application to the English Court for a bar date in
respect of certain claims which may rank as an Administration Expense (see further details at
Paragraph 11 (Expense Application) of Section 1 (Proposal)). The Expense Application is
scheduled to be heard before the High Court of Justice, Chancery Division, Companies Court, The
Rolls Building, Fetter Lane, London, EC4A 1NL on 6 June 2017.
Further information regarding the Expense Application, which is a separate legal process from the
proposed CVA, is available on the CVA Website. Any person who considers that they have a claim
against the Company that ranks as an Administration Expense as a matter of English law should
contact the Administrators for further information. The Administrators will provide an update and
notify Creditors following the hearing of the Expense Application on 6 June 2017.
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DOCUMENTS RECEIVED
You will have received the following documents:
1)

a letter from the Administrators summarising various aspects of this Proposal, together with
answers to a number of key questions about the Proposal that CVA Creditors may have, in
English and in Italian;

2)

if you are a CVA Creditor, a Voting Form which includes a Creditor's Proxy Form for the
purposes of voting at the Creditors' Meeting;

3)

if you are a Member, a Member's Proxy Form for the purposes of voting at the Members'
Meeting;

4)

notice of the Meetings; and

5)

this Proposal and, within its annexes, a Summary Statement of Affairs.

NEXT STEPS FOR CVA CREDITORS
If you are a CVA Creditor asserting a CVA Claim:
1)

please complete and submit Part A (Details of CVA Claim) of the Voting Form online to
Ernst & Young LLP at https://cva.emeanortel.com, or alternatively by sending a scanned
copy by email to cva@emeanortel.com, or alternatively by post to Nortel Networks, PO Box
4725, Maidenhead SL60 1HN United Kingdom, in all cases marked for the attention of
"Nortel Networks S.p.A (in administration)", so that it is received by no later than midday on
4 May 2017; and

2)

if you are unable or do not wish to attend the Creditors' Meeting, please also complete and
submit Part B (Creditor's Proxy Form) of the Voting Form online to Ernst & Young LLP at
https://cva.emeanortel.com, or alternatively by sending a scanned copy by email to
cva@emeanortel.com, or alternatively by post to Nortel Networks, PO Box 4725,
Maidenhead SL60 1HN United Kingdom, in all cases marked for the attention of "Nortel
Networks S.p.A (in administration)", so that it is received by no later than midday on 4 May
2017.

Alternatively, you may submit your completed and signed Voting Form to the Chairman at the start
of the Creditors' Meeting. Vote cards will then be distributed to those CVA Creditors attending the
Creditors' Meeting in person.
If the Proposal is approved, information on how to submit a CVA Claim by the Bar Date is set out at
Paragraph 25.1 (How does a CVA Creditor submit a CVA Claim?) of Section 1 (Proposal).

7

NEXT STEPS FOR MEMBERS
If you are a Member of the Company you may attend and vote at the Members' Meeting in
accordance with the rights attached to your shares. If you are unable or do not wish to attend the
Members' Meeting, please complete and submit your Member's Proxy Form by sending a scanned
copy by email to cva@emeanortel.com or by post to Nortel Networks, PO Box 4725, Maidenhead
SL60 1HN United Kingdom, in all cases marked for the attention of "Nortel Networks S.p.A (in
administration)" so that it is received by no later than midday on 4 May 2017.
WHERE TO FIND HELP
If you have not received a Voting Form, a copy of the Voting Form is available on the CVA Website
or can be obtained by contacting the CVA helpline on +44 (0) 20 7951 6160.
Details of how to vote at the meetings and how to make a claim for payments are contained in Part
II (Steps to be taken by CVA Creditors and Members) and Section 2 (Terms of the company
voluntary arrangement) of this Proposal.
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SECTION 1: PROPOSAL
KEY DATES AND EXPECTED TIMETABLE OF EVENTS

Event

Date/Time

Administrators' Progress Report sent to Creditors

9 February 2017

Issue Expense Application before the English Court

On or before the
Record Date

Issue of the Proposal

5 April 2017

Latest date and time Voting Forms (including Creditor's Proxy Forms)
for the purpose of voting on the Proposal at the Creditors' Meeting

Midday on 4 May
2017

Latest date and time for receipt of Member's Proxy Forms for the
purpose of voting on the Proposal at the Members' Meeting

Midday on 4 May
2017

Date and time of Creditors' Meeting

11:00 a.m. Rome
time on 5 May 2017

Date and time of Members' Meeting

2:00 p.m. Rome
time on 5 May 2017

Earliest anticipated Effective Date in accordance with Clause 3.2 of the
CVA

8 May 2017

Earliest anticipated Implementation Date of the CVA (representing the
end of the Challenge Period) and the satisfaction of all conditions
precedent to implementation in accordance with Clause 4
(Implementation Date)

5 June 2017

Date for hearing of Expense Application

6 June 2017

Earliest anticipated Bar Date

8 September 2017

Earliest anticipated date for initial distribution to CVA Creditors

Autumn 2017

Notes:
(i)

If any of the above dates change, CVA Creditors and Members will be notified of the revised dates on the
CVA Website.

(ii) All references to times in this document are to London time unless otherwise stated.
(iii) CVA Creditors who have filed a Voting Form but not a Creditor's Proxy Form may attend and vote at the
Creditors' Meeting if they so wish.
(iv) CVA Creditors may also bring their Voting Form to the Creditors' Meeting and submit it to the Chairman at
the start of the Creditors' Meeting.
(v) This timetable is based on the assumption that the Plans Effective Date occurs on or before 31 August
2017.
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PART I: INTRODUCTION
1.

WHY HAVE YOU BEEN SENT THIS DOCUMENT?

1.1

According to the Administrators' records, you are, or may be, a CVA Creditor or Member of
the Company.

1.2

If you are a CVA Creditor of the Company, this Proposal contains important information on
voting on the Proposal (see Paragraph 21 (What does a CVA Creditor need to do to vote at
the Creditors' Meeting?) for further details), the process for agreeing your CVA Claim and,
in due course, receiving a Distribution from the Company.

1.3

If you are neither a CVA Creditor nor Member of the Company, this document is not
relevant to you. If you have recently sold your debt, please pass a copy of this Proposal to
the purchaser of the debt.

2.

STRUCTURE OF THIS PROPOSAL

2.1

A summary of the Proposal is set out at pages 4 to 6 of this document under the heading
Summary of the Proposal. A general description of the Proposal and a brief summary of
the proposed terms of the CVA are set out in this Part I (Introduction) of Section 1
(Proposal).

2.2

The proposed Terms of the CVA are set out in Section 2 (Terms of the company voluntary
arrangement). If the Proposal is approved, the Terms will be binding on all CVA Creditors.

2.3

If there is a conflict or inconsistency between the Terms and Section 1 (Proposal) of this
Proposal (or any other part of this document or other document sent in connection with this
Proposal), the Terms shall prevail. If there is a conflict or inconsistency between the
English language version and the Italian language version of any document sent to CVA
Creditors in connection with this CVA, the English language version shall prevail.

2.4

Words and expressions defined in Part A (Definitions) of Annex 1 (Definitions and
Interpretation) shall have the same meaning when used in the Proposal unless the context
otherwise requires. Part B (Interpretation) of Annex 1 (Definitions and Interpretation) shall
apply as if set out in full in this Paragraph 2.

3.

WHAT IS A CVA?

3.1

This document is a Proposal for a company voluntary arrangement.

3.2

A CVA is a procedure under Part I of the English Insolvency Act 1986. It is a formal
procedure which enables a company to agree with its creditors a composition in
satisfaction of its debts or a scheme of arrangement of its affairs. This process can
determine how its debts should be paid and in what proportions. It requires the approval of
a majority of 75% or more in value of the company's creditors present in person or by proxy
and voting at a meeting on the resolution to approve the arrangement. However, a
resolution will be invalid if those creditors voting against it include more than half in value of
the creditors, for these purposes counting only those creditors:
3.2.1

to whom notice of the meeting has been sent;

3.2.2

whose votes were not left out of account because either:

3.2.3
3.3

(A)

no written Voting Form having been received at or prior to the meeting; or

(B)

where the claim or part of it is secured (including on a current bill of
exchange or promissory note); and

who are not, to the best of the Chairman of the meeting's belief, persons
connected with the Company.

If the CVA is validly approved in accordance with the process described at Paragraph 20
(What are the Creditors' Meeting and Members' Meeting?) of Part II (Steps to be taken by
CVA Creditors and Members) below, it binds all of the Company's CVA Creditors who were
entitled to vote at the meeting (whether or not they so voted) or would have been so
entitled had they received notice of the meeting.
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3.4

If the CVA is approved at the Creditors' Meeting the Supervisors shall give the Notice of
Effective Date (at Annex 13 (Notice of Effective Date)) to CVA Creditors by posting the
notice on the CVA Website and by sending a copy of the notice to the CVA Creditor to his
email or postal address.

3.5

If the CVA is approved at the Creditors' Meeting and the CVA becomes fully effective (i.e.
the 28 day period during which the CVA can be challenged by CVA Creditors who had
notice of the Creditors' Meeting has expired), the Supervisors will send an Implementation
Letter to all CVA Creditors.

3.6

Creditors who are based in the European Union (including the UK) should note that by
virtue of the EC Regulation on Insolvency Proceedings, the courts of the European Union
Member States (other than Denmark) are obliged to recognise a CVA for a company which
is determined to have its centre of main interests in the UK.

4.

WHAT WILL THE CVA DO?
If approved, the CVA will:
4.1.1

require all CVA Claims against the Company to be submitted by the Bar Date,
which is anticipated to be no earlier than 8 September 2017;

4.1.2

establish a process for agreeing all such CVA Claims and the manner in which
CVA Creditors will be paid;

4.1.3

provide for the payment of interest at a commercial rate on Allowed Claims
(where there are sufficient Assets to make such payment);

4.1.4

in due course, distribute the assets of the Company to its CVA Creditors in
accordance with the process described in the Terms;

4.1.5

release the Company from all CVA Claims which are not Allowed Claims (other
than Barred Claims); and

4.1.6

release the Administrators from any liability arising from certain actions taken by
the Administrators after the Administration Date.

5.

WHY ARE THE ADMINISTRATORS PROPOSING A CVA?

5.1

The Administrators believe that the CVA, if approved, will be the quickest and most efficient
way of concluding the administration of the Company. It will provide a fair and efficient
process for agreeing claims against the Company. If there is a surplus available for
distributions to the Members after all CVA Creditors have been paid in full then it is likely
that the Company will be liquidated in order to enable a distribution to be made to the
Members.

5.2

Importantly, if the CVA is approved and provided that the Plans Effective Date occurs, the
Pensions Regulator's proceeding against the Company for a financial support direction
("FSD") will be permanently stayed. This will remove an uncertain contingent liability which
will enable a more timely distribution of the Company's assets.

5.3

The CVA will also include a mechanism to facilitate payments (where there are available
Assets to make such payments) to be made to those CVA Creditors of the Company
whose claims against the Company would be preferential under Italian law had the
Company gone into liquidation in Italy, thereby giving effect to certain aspects of the
assurances given by the Administrators in the Administrators' Statements of Proposals
circulated in February 2009.

6.

BACKGROUND TO THE PROPOSAL

6.1

As at the Record Date, the Administrators have provided 16 separate reports (which are
available on the CVA Website) detailing the action that they have taken to realise funds.

6.2

CVA Creditors will be aware that, following the sale of the business and assets of the
Company as part of the global sales process, there has been a very lengthy dispute
between the Company and other companies in the Nortel Group as to the allocation of the
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Sale Proceeds. These disputes have resulted in complex litigation before Courts in a
number of jurisdictions.
6.3

There have been further disputes concerning the ability of certain parties, most notably the
Pensions Regulator and other Nortel Group entities, to share in the distribution of the
assets of the Company.

6.4

These disputes were resolved in a series of interlinked settlements, signed by all parties,
including the Company, in October 2016. The global settlement is documented in the
Settlement and Plans Support Agreement which will become fully effective on the
occurrence of the Plans Effective Date. The settlement has subsequently been approved
by Courts in France, England, the United States and Canada.

6.5

Subject to the occurrence of the Plans Effective Date, the global settlement will release
approximately US$5,331,000 (as at 30 March 2017) of funds to the Company and therefore
it is now appropriate to agree the mechanism by which those funds will be distributed.

6.6

The global settlement is conditional on plans of arrangement being presented to creditors
of Nortel Group companies in the United States and Canada. The US Court and Canadian
Court granted orders sanctioning these plans of arrangement on 24 January 2017. Once
these orders are no longer subject to an appeal or stay (and one other condition of the
Settlement and Plans Support Agreement is waived, see paragraph 9.12 of Annex 21
(Background to the Nortel Group insolvency proceedings)), the Plans Effective Date will
occur, allowing release of funds from the Lockbox.

6.7

The Plans Effective Date was anticipated to occur in February 2017. However, an appeal
was brought against the Canadian plan of arrangement in the Ontario Court of Appeal
meaning that it has not yet become "final" for the purposes of the Settlement and Plans
Support Agreement. This appeal was rejected by the Canadian Court of Appeal on 13
March 2017. The appellants have a 60 day period to file an application for leave at the
Canadian Supreme Court.

6.8

Plans Effective Date
6.8.1

If, for any reason, the Plans Effective Date does not occur, then the agreements
contained in the Settlement Documents may not become effective with the result
that there may be a significant delay in the date of any distribution or payment to
CVA Creditors whilst the issues contained in the Settlement Documents are
resolved either pursuant to further Court proceedings or otherwise. In such
circumstances, the statement at Annex 6 (Estimated Outcome Statement) may
be materially inaccurate.

6.8.2

Notwithstanding Paragraph 6.8.1 above, if the Plans Effective Date does not
occur and the CVA is approved, the CVA will continue to be binding on all CVA
Creditors including the Bar Date and the Commercial Interest Rate Term
described at Paragraph 9 (What are the disadvantages if the CVA is approved?)
below. This will be the case even though in such circumstances the Pensions
Regulator may elect to continue the FSD proceedings which, if successful, may
reduce the return payable to creditors..

6.9

More details on the background to the CVA and the events since the commencement of
insolvency proceedings in January 2009 can be found in Annex 21 (Background to the
Nortel Group insolvency proceedings). You can review the detailed terms of the relevant
documents that form part of the global settlement on the CVA Website.

7.

WHAT ARE THE ASSURANCES AND HOW DO THEY AFFECT ME?

7.1

What are the assurances?
7.1.1

At the outset of the administration of the Company, the Administrators (with the
approval of the English court) gave assurances to creditors of the Company that
they would not be prejudiced if they refrained from opening secondary liquidation
proceedings in Italy. This assurance was given to enable the orderly trading of
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the Company and the co-ordinated Business Sales which, as explained at
paragraph 1 (The business sales) of Annex 21 (Background to the Nortel Group
insolvency proceedings), realised approximately US$7.3 billion. Had the Business
Sales not been co-ordinated in this way, the Sale Proceeds realised and available
to the Nortel Group entities would have been significantly lower.
7.1.2

7.2

If liquidation proceedings had been commenced in Italy on 14 January 2009, the
effect of those proceedings would have been restricted to the Company's assets
situated in Italy at that time in accordance with Article 3(2) of the EC Regulation
on Insolvency Proceedings.

Which assets would have been situated in Italy as at 14 January 2009?
7.2.1

Article 2(g) of the EC Regulation on Insolvency Proceeds provides the legal test
for determining which assets would have been situated in Italy at 14 January
2009. This provides that the country in which assets are situated shall mean, in
the case of:
(A)

tangible property, the country within the territory of which the property is
situated;

(B)

property and rights ownership of or entitlement to which must be entered
into a public register, the country under the authority of which the register
is kept; and

(C)

claims, the country within the territory of which the third party required to
meet them has the centre of his main interests, as determined by the EC
Regulation on Insolvency Proceedings.

7.2.2

The Court of Justice of the European Union has considered the correct
interpretation of Article 2(g) of the EC Regulation on Insolvency Proceedings in
Comité d'enterprise de Nortel Networks SA v Cosme Rogeau (Case C-649/13).
Notwithstanding this decision, there remains uncertainty as to how the test set out
in Article 2(g) of the EC Regulation on Insolvency Proceedings should be applied.

7.2.3

The Administrators have considered carefully the application of the Article 2(g) of
the EC Regulation on Insolvency Proceedings in the context of the Assets and
have concluded that it is not certain. In particular, after careful consideration and
enquiry, the Administrators have concluded that:
(A)

it is likely to be an expensive and detailed exercise to analyse where the
SPSA Proceeds are situated and, as demonstrated by the decision of the
CJEU in Comité d'enterprise de Nortel Networks SA v Cosme Rogeau,
any such analysis is unlikely to deliver a conclusive outcome.
Accordingly, the Administrators have determined that it is appropriate that
the SPSA Proceeds (less the SPSA Costs) should be divided equally
such that 50% are a Main Asset and 50% a Local Asset;

(B)

all Foreign Receivable Proceeds would not have been received from an
entity in the Company's jurisdiction of incorporation and should therefore
be treated as a Main Asset;

(C)

as described at paragraph 11.2.3 of Annex 21 (Background to the Nortel
Group insolvency proceedings), certain assurances were given by the
administrators of NNUK to the Company to facilitate continued trading
and the effect of those assurances is that NNUK will top-up the
Company's assets that would otherwise have been available for
distribution to the Company's creditors, including those creditors with
Local Priority Claims. Accordingly, the Administrators consider that the
LRE Payment Proceeds should be treated as a Local Asset for the
purpose of satisfying any Local Priority Claims and thereafter shall be a
Main Asset; and
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(D)

7.2.4

7.2.5

7.3

the Administrators consider that the detailed exercise of establishing
where the Company's remaining Assets are situated for the purposes of
the EC Regulation on Insolvency Proceedings will be expensive and the
work involved in determining the question is likely to exceed any benefit
to creditors. Accordingly, the Administrators have concluded that all Other
Proceeds should be treated as a Local Asset. This includes all cash at
bank (other than SPSA Proceeds and Foreign Receivable Proceeds).

Following this assessment, the Administrators have concluded that certain costs
referable to specific Assets should be treated as though they had been paid from
those Assets. As a result, the Administrators have proposed that they pay the
following Post-Insolvency Costs from the following Assets:
(A)

SPSA Costs (and any payments which the Administrators elect to make
pursuant to paragraph 66 of Schedule B1 to the Insolvency Act in order to
discharge SPSA Costs in circumstances where such payment would not
rank as a Post-Insolvency Cost but the Administrators consider it is likely
to assist achievement of the purpose of the administration if they make
such payment in order to discharge a liability incurred after the
Administration Date) shall be treated as being paid from SPSA Proceeds;
and

(B)

all other Post-Insolvency Costs and all payments under paragraph 66 of
Schedule B1 to the Insolvency Act shall be treated as being paid:
(1)

first, from Other Proceeds until exhausted; and thereafter

(2)

from LRE Payment Proceeds held as a Local Asset until
exhausted; and thereafter

(3)

from SPSA Proceeds after payment of SPSA Costs held as a
Local Asset until exhausted; and thereafter

(4)

from LRE Payment Proceeds held as a Main Asset until
exhausted; and thereafter

(5)

from SPSA Proceeds after payment of SPSA Costs held as a
Main Asset until exhausted; and thereafter

(6)

Foreign Receivable Proceeds.

If the Expense Application results in an order which has the effect of barring
certain Administration Expenses from being paid in priority to the payment of any
CVA Claim (plus interest thereon), then such barred Administration Expenses will
be excluded, on any Distribution Date, from any reference to "Post-Insolvency
Costs" or "Administration Expenses" for the purposes of the CVA.

How will Local Assets and Main Assets be distributed?
7.3.1

To give effect to the assurances, the CVA provides that the Supervisors will
distribute the Local Assets and Main Assets in separate payment waterfalls. This
is intended to reflect the position as if secondary liquidation proceedings had
been commenced on 14 January 2009. Further details on the separate payment
waterfalls are set out at Paragraph 25.3 (How will Assets be distributed?) below.

7.3.2

Where any CVA Creditor receives a Distribution under the Local Asset Waterfall,
they will not share in a Distribution in the Main Asset Waterfall to which they
would otherwise be entitled until all other creditors of the same ranking in the
Main Asset Waterfall have obtained an equivalent percentage Distribution from
which point all creditors of that ranking will be paid rateably (and vice versa). For
this purpose:
(A)

a Local Priority Claim;

(B)

a Local Unsecured Claim; and
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(C)

a Local Proceeding Subordinated Claim,

in the Local Asset Waterfall will be treated as being in the same category as a
Provable Claim in the Main Asset Waterfall unless in the case of a Local
Proceeding Subordinated Claim it would also be a Main Proceeding Subordinated
Claim in which case it shall be treated as being in the same category as a Main
Proceeding Subordinated Claim. The Supervisors may estimate the amount
which would be payable to a CVA Creditor from both the Main Asset Waterfall
and the Local Asset Waterfall when deciding the amount of any Distribution to
pay.
7.3.3

The Administrators currently anticipate that all CVA Creditors will ultimately be
paid a dividend of, or close to, 100 pence in the pound. This is only an estimate. If
admitted creditor claims are greater than the Assets of the Company then it is
possible that the return to those CVA Creditors will be reduced below 100 pence
in the pound. More information on this analysis is set out at Annex 6 (Estimated
Outcome Statement).

7.3.4

If there are sufficient Assets to pay all CVA Creditors in full, the operation of the
Main Asset Waterfall and Local Asset Waterfall as described above will have no
impact on the return to CVA Creditors.

8.

WHAT ARE THE ADVANTAGES IF THE CVA IS APPROVED?

8.1

The Administrators believe that the CVA, if approved, will provide:
8.1.1

a fair and efficient process for agreeing claims against the Company;

8.1.2

the quickest and most efficient way to distribute assets of the Company to its
creditors (and, where relevant, Members) in due course;

8.1.3

the resolution of the FSD proceedings against the Company (provided the Plans
Effective Date also occurs); and

8.1.4

interest being paid on creditor claims at a reasonable commercial rate, net of any
withholding tax or other deduction withheld or deducted under any applicable law
at the date of payment.

8.2

The Administrators also consider that the quickest and most efficient way of concluding the
administration is by way of the CVA.

8.3

If creditors do not approve the Company's CVA, the Administrators consider that it will take
longer for creditors of the Company to receive a distribution and for the administration to be
concluded and the FSD proceedings brought by the Pensions Regulator against the
Company may continue. In such circumstances, the Administrators anticipate that it will be
several years before the Company's unsecured creditors receive any payment and such
payment could be significantly less than expected pursuant to the CVA.

8.4

It is not necessary for all of the CVAs of the other Nortel entities to be approved for the
FSD proceedings against the Company to be resolved. Other than where the Plans
Effective Date has not occurred, the Pensions Regulator may only proceed with an FSD
against an EMEA Debtor where the CVA for that EMEA Debtor has not been approved or
has been subject to a successful challenge.

9.

WHAT ARE THE DISADVANTAGES IF THE CVA IS APPROVED?

9.1

If approved, the CVA will impose a Bar Date. Claim Forms submitted after the Bar Date will
not be admitted and those CVA Creditors may not receive a Distribution in respect of their
CVA Claim.

9.2

If there is a surplus of assets after the payment in full of the Company's unsecured
creditors, creditors will not be entitled to any interest either pursuant to any relevant
contractual provision or by any applicable law or statute, other than Commercial Interest
being 4.62% per annum (net of any withholding tax or other deduction withheld or deducted
under any applicable law at the date of payment) if sufficient assets are available. As a
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result creditors will not be entitled to Statutory Interest which currently stands at the greater
of 8% per annum and the rate that would apply apart from the administration of the
Company. It is however unlikely that there will be sufficient assets to pay any interest to
creditors.
9.3

If the CVA is approved but the Plans Effective Date does not occur then (i) the Pensions
Regulator may elect to pursue the FSD proceedings which may, if successful, reduce the
return to creditors; and (ii) to the extent that there are assets available to pay such,
Commercial Interest will be paid rather than interest at the judgment rate under English law
as described above.

10.

WHAT HAPPENS IF THE CVA IS APPROVED?

10.1

If the CVA is approved at the Creditors' Meeting the Supervisors shall give the Notice of
Effective Date at Annex 13 (Notice of Effective Date) to CVA Creditors by posting the
notice on the CVA Website and by sending a copy of the notice to the CVA Creditor to his
email or postal address.

10.2

As set out in more detail at Paragraph 25.1 (How does a CVA Creditor submit a CVA
Claim?) below, CVA Creditors will then be invited to submit a Claim Form on or before the
Bar Date.

11.

EXPENSE APPLICATION

11.1

In conjunction with the Proposal, the Administrators have issued the Expense Application
before the English Court. A copy of the Expense Application and the draft order sought
from the English Court are at Part A (Application) and Part B (Draft order) of Annex 12
(Expense Application and draft order). The evidence filed in support of the Expense
Application will be made available on the CVA Website.

11.2

The purpose of the Expense Application is to require persons who may consider that they
have a claim against the Company that ranks as an Administration Expense as a matter of
English law to inform the Administrators of such by a specified date.

11.3

The Expense Application sets out the manner in which the Administrators may pay
Administration Expenses.

11.4

Pursuant to the Expense Application, Administration Expense claims received on or before
the later of 13 December 2017 or the date 12 weeks after the date of receipt by the
Administrators of the Companies' allocation under the Settlement and Plans Support
Agreement (the "Specified Date") would be payable in priority to any distributions under
the CVA. If Administration Expense claims to which the order applies are received after the
Specified Date then, subject to the terms of the Expense Application, they may not be paid.
This is intended to enable the prompt distribution of the Assets of the Company. The
payment of any Administration Expenses submitted after the Specified Date may reduce
any subsequent distribution to unsecured creditors. If the English Court does not make the
draft order (or makes it in a different form) this may delay the first date for distributions to
CVA Creditors under the CVA.

11.5

Further information regarding the Expense Application, which is a separate legal process
from the proposed CVA, is available on the CVA Website.

11.6

Any person who considers that they have a claim against the Company that ranks as an
Administration Expense as a matter of English law should contact the Administrators for
further information. The Administrators will provide an update and notify Creditors following
the hearing of the Expense Application on 6 June 2017.

12.

WHEN IS A CVA CREDITOR LIKELY TO RECEIVE ITS FIRST DISTRIBUTION?
Subject to this Proposal being approved, the Expense Application resulting in an order
which has the effect of barring certain Administration Expense claims from being paid in
priority to CVA Claims and the conditions of the Settlement and Plans Support Agreement
being met such that the Sale Proceeds held in the Lockbox are released, the
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Administrators consider that CVA Creditors are likely to receive an initial distribution in
Autumn 2017.
13.

HOW IS THE ESTIMATED OUTCOME FOR A CREDITOR CALCULATED?

13.1

CVA Creditors should be aware that the estimated outcome statement at Annex 6
(Estimated Outcome Statement) is provided by way of example only. The actual
distributions which will be paid to CVA Creditors and the actual dividend percentages will
depend ultimately on the actual asset realisations and the actual aggregate liabilities of the
Company.

13.2

The Estimated Outcome Statement contains an illustrative distribution profile. This has
been prepared on the basis of the Administrators' current views of the realistic ultimate
realisations of assets (on the assumption that the Plans Effective Date occurs on or before
31 August 2017) together with their current views of the realistic ultimate level of Post
Insolvency Costs payable by the Company and the CVA Claims that may be admitted to
rank for payment in accordance with the Terms.

14.

BANKING ARRANGEMENTS
The Supervisors shall open one or more current accounts at their discretion, and the
Assets of the Company made available to the Supervisors in accordance with Clause
22.1.4 of the Terms shall be promptly paid into such account(s). All interest shall accrue to
the Company.

15.

CORPORATE INFORMATION

15.1

date of incorporation;

15.2

prior registered names;

15.3

registered number;

15.4

registered office; and

15.5

principal trading address.

16.

STATUTORY AND FINANCIAL INFORMATION

Annex 3 (Corporate Information) contains information in respect of the Company's:

The statutory and financial information in respect of the Company can be found at Annex 4
(Statutory and Financial Information).
17.

DURATION OF THE CVA
It is currently estimated that the CVA shall be completed by 31 December 2018. Following
the final distribution, the Supervisors shall have the power to terminate the CVA in
accordance with Clause 35 (Termination) of the Terms.

18.

EC REGULATION

18.1

As described at Paragraph 3.6 (What is a CVA?) above, the CVA will if approved be a main
insolvency proceeding for the purposes of Article 3(1) of the EC Regulation. One of the
effects of the EC Regulation is that the CVA will be automatically recognised by the courts
in the jurisdiction in which the Company is incorporated. In the event that the UK leaves the
European Union prior to the termination of the CVA without agreeing any transitional
arrangements that provide for the continued recognition of on-going insolvency
proceedings, it is not certain that the CVA would continue to benefit from automatic
recognition (and certain other benefits) under the EC Regulation.

18.2

At the date of issuance of the Proposal, the Administrators understand that the UK will not
exit the European Union until the expiry of the two year period required by Article 50 of the
Treaty on the Functioning of the European Union, i.e. not before March 2019. The
Administrators' current expectation is that the CVA would be successfully implemented and
therefore terminate prior to that date. If the CVA has not terminated before that date, either
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or both of the Administrators and Supervisors may apply to the English Court for directions
on how to proceed.
19.

WHAT DO THE ADMINISTRATORS RECOMMEND?

19.1

In order for the Administrators to be able to make a distribution to creditors of the
Company, the Administrators need to obtain relative certainty in respect of the assets
available for distribution and the likely value of claims.

19.2

Creditors should be aware that if the FSD proceedings are not resolved pursuant to the
CVA and/or if the Plans Effective Date does not occur, it is possible that the Pensions
Regulator may proceed with an FSD against the Company although it could take a
significant amount of time before the Pensions Regulator reaches a decision. Should the
Pensions Regulator pursue the claim, the Company could be involved in protracted
litigation and possibly exposed to a material liability which would have a negative impact on
the assets available for distribution to creditors and which may therefore reduce the return
to creditors..

19.3

In addition, the CVA imposes a Bar Date for CVA Claims. This means that the
Administrators should be able to determine the amount of dividend that can be paid and to
pay such a dividend in Autumn 2017 (see paragraph 12 (When is a CVA Creditor likely to
receive its first Distribution?) above). If the CVA is not approved, then depending upon the
outcome of the FSD proceedings it may be years before the Administrators are in a
position to pay a dividend.

19.4

Notwithstanding the fact that the Plans Effective Date has not yet occurred, the
Administrators consider, for the reasons outlined above, that the Proposal is in the best
interests of the CVA Creditors and the Members of the Company and recommend that
CVA Creditors and Members vote in favour of the Proposal.
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PART II: STEPS TO BE TAKEN BY CVA CREDITORS AND MEMBERS
20.

WHAT ARE THE CREDITORS' MEETING AND MEMBERS' MEETING?

20.1

English law requires that to become effective, a CVA must be approved by meetings of the
CVA Creditors and Members. Notice of the Creditors' Meeting and Members' Meeting,
including the date, time and venue, is set out at Annex 2 (Notice of the Meetings) to this
Proposal. You are hereby given notice of those Meetings.

20.2

The CVA will be approved if a majority of 75% or more in value of the Company's creditors
present in person or by proxy and voting at the Creditors' Meeting vote in favour of the
resolution to approve the CVA.

20.3

A resolution, however, will be invalid if the CVA Creditors voting against it include more
than half in value of the CVA Creditors, for these purposes counting only those CVA
Creditors:
20.3.1

to whom notice of the meeting was sent;

20.3.2

whose votes were not left out of account:

20.3.3

(A)

due to no written Voting Form (and Creditor's Proxy Form) having been
received at or prior to the meeting; or

(B)

where the claim or part of it is secured (including on a current bill of
exchange or promissory note); and

who are not, to the best of the chairman of the meeting's belief, persons
connected with the Company.

20.4

The CVA also requires the approval of more than 50% in value of the Members present in
person or by proxy and voting at a meeting on the resolution to approve the CVA.
However, if the outcome of the Members' Meeting differs from the outcome of the Creditors'
Meeting, the decision of the Creditors' Meeting will prevail, subject to the right of any
Member to apply to the Court to challenge the approval of the CVA.

20.5

A person wishing to vote at the Creditors' Meeting will need to submit a Voting Form (either
online or in writing) before the Creditors' Meeting or bring the Voting Form with them to the
meeting. For details of how to submit the Voting Form, see Paragraph 21 (What does a
CVA Creditor need to do to vote at the Creditors' Meeting) below.

21.

WHAT DOES A CVA CREDITOR NEED TO DO TO VOTE AT THE CREDITORS'
MEETING?

21.1

A CVA Creditor wishing to vote at the Creditors' Meeting will need to submit a Voting Form
before the relevant meeting or bring Part A (Details of CVA Claim) of the Voting Form with
them to the meeting. A Voting Form is enclosed with this Proposal and is also available on
the CVA Website and at Annex 10 (Voting Form).

21.2

Voting is by value alone and is based on the value of a CVA Creditor's debt as at the
Administration Date as ascertained by the chairman of the meeting.

21.3

One of the Nominees will act as the chairman of the Creditors' Meeting. The chairman will
have the power, under Rule 1.17A of the Insolvency Rules, to ascertain the entitlement of
persons wishing to vote and to admit or reject their claims accordingly. The chairman will
base his decision on the books and records of the Companies and such other evidence he
considers appropriate. The chairman will not speculate on and is not obliged to investigate
claims. Rule 1.17 of the Insolvency Rules provides that for the purposes of voting the
chairman of a creditors' meeting shall value a debt of an unliquidated amount or whose
value is not ascertained at £1 unless the chairman agrees to place a higher value on it.

21.4

The figure accepted by the chairman for voting purposes at the Creditors' Meetings will not
necessarily be the same as the figure which is ultimately accepted for payment of claim
purposes or any other purpose.
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21.5

The Voting Form enclosed with the Proposal contains at Part B (Creditor's Proxy Form) a
Creditor's Proxy Form for use if a person wishes to vote by proxy. Any person seeking to
vote in person as a proxy for a person claiming to be a CVA Creditor must have a copy of
the Creditor's Proxy Form available at the meeting.

21.6

If a person claiming to be a CVA Creditor wishes to appoint the chairman of the meeting to
be his proxy, the Creditor's Proxy Form must specifically direct the chairman to vote either
for, or alternatively against, the Proposal. Failure to give a specific direction to the
chairman will result in the Creditor's Proxy Form being invalid and the person claiming to
be a CVA Creditor not being entitled to vote at the meeting.

21.7

If any person wishes to represent a corporation pursuant to a resolution authorising him to
do so he shall produce a copy of the resolution authorising him to do so to the chairman of
the Creditors' Meeting. The copy should be under the seal of the corporation or be certified
by a director or secretary of the corporation as a true copy.

21.8

In order to expedite the procedure for voting at the Creditors' Meeting, CVA
Creditors wishing to vote at the Creditors' Meeting are requested to complete the
Voting Form online or return their Voting Form (including their Creditor's Proxy
Form) to the postal or email address shown on the Voting Form as soon as possible
and in any event by no later than midday on 4 May 2017. However, CVA Creditors
may instead bring their Voting Form (including if applicable their Creditor's Proxy
Form) with them to the Creditors' Meeting.

22.

VOTES IN RELATION TO INTRA-GROUP CVA CLAIMS
Subject always to the provisions of Paragraph 3.2 (What is a CVA?) of Part I (Introduction)
which will impact on the weighting of associated voting, it is the intention of the
administrators of each other EMEA Debtor to vote all Intra-Group CVA Claims owed to the
Company in favour of the Proposal. Information on the Intra-Group CVA Claims is set out
at Annex 20 (Intra-Group CVA Claims).

23.

CREDITORS WITH QUERIES

23.1

You are strongly advised to raise any queries you have ahead of the Creditors' Meeting so
as to ensure a considered response.

23.2

Creditors wishing to raise queries should either:
23.2.1

call the CVA helpline on +44 (0) 20 7951 6160;

23.2.2

email to cva@emeanortel.com; or

23.2.3

write to Nortel Networks, PO Box 4725, Maidenhead, SL60 1HN United Kingdom,
marked for the attention of the Administrators.

24.

WHAT DOES A MEMBER NEED TO DO TO VOTE AT THE MEMBERS' MEETING?

24.1

The Members' Meeting will take place at 2:00 p.m. Rome time on 5 May 2017. Notice of
this meeting containing the time and date of the meeting are in the form set out at Annex 2
(Notice of the Meetings) to this Proposal. Although the Creditors' Meeting will start prior to
the Members' Meeting the Administrators may permit the Members to be present at the
Creditors' Meeting, if they deem it appropriate.

24.2

At the Members' Meeting the relevant members of the Company will vote on a resolution to
approve the Proposal. The form of the resolution is set out at Annex 2 (Notice of the
Meetings). Voting by a Member is in accordance with the rights attaching to the Member's
shares. A Member is entitled to vote either for or against the Proposal, or any modification
to it. Any Member who wishes to vote at the Members' Meeting but does not wish to or is
unable to attend should complete and return the Member's Proxy Form by midday on 4
May 2017.

24.3

NNIFH, which is the sole Member of the Company, has undertaken to vote in favour of the
Proposal at the Members' Meeting.
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PART III: SUMMARY OF THE KEY TERMS OF THE CVA
25.

OVERVIEW OF CVA CLAIMS PROCESS

25.1

How does a CVA Creditor submit a CVA Claim?
25.1.1

Other than where Paragraph 25.1.3 below applies, a CVA Creditor who wishes to
submit a CVA Claim must lodge a Claim Form on or before the Bar Date.

25.1.2

Claim Forms will be available for completion online at the CVA Website following
the Effective Date. Additionally, the Supervisors will send a hard copy Claim Form
to each CVA Creditor with the Implementation Letter.

25.1.3

If a CVA Creditor does not submit an actual Claim Form, there are three
alternative ways for a CVA Creditor to make a CVA Claim under the CVA:
(A)

where a CVA Creditor has submitted Part A (Details of CVA Claim) of the
Voting Form for the purposes of voting at the Creditors' Meeting, it will be
deemed to be that CVA Creditor's Claim Form unless that CVA Creditor
requests otherwise on that form;

(B)

unless Paragraph 25.1.3(A) above applies, the Supervisors will inform a
CVA Creditor in the Implementation Letter if the Supervisors consider that
a CVA Creditor is owed a Small Debt (an unsecured claim of £1,000 or
less). If this is the case, that CVA Creditor's CVA Claim will be
automatically admitted unless the CVA Creditor notifies the Supervisors
that it does not agree with the amount of its Small Debt specified in the
Implementation Letter in which case that CVA Creditor must submit a
Claim Form on or before the Bar Date; or

(C)

between 2010 and 2012, the Administrators carried out an informal, nonbinding process to ascertain the Company's trade creditors. As part of
that process, the Administrators stated that creditors who submitted an
Informal Proof would not be required to submit a further claim in a
subsequent company voluntary arrangement. Where the Administrators'
records show that a CVA Creditor submitted an Informal Proof and the
Supervisors confirm the same in the Implementation Letter, that Informal
Proof will be deemed to be that CVA Creditor's Claim Form. Unless
Paragraph 25.1.3(A) above applies, the Supervisors will inform each CVA
Creditor in the Implementation Letter if the Administrators have a record
of an Informal Proof for that CVA Creditor. If the Administrators have no
record of an Informal Proof for a CVA Creditor, that CVA Creditor should
either:
(1)

send a copy of that Informal Proof to the Supervisors as soon as
possible and in any event on or before the Bar Date; or

(2)

submit a Claim Form on or before the Bar Date.

In any event, a CVA Creditor who previously submitted an Informal Proof
must submit a Claim Form on or before the Bar Date if they wish to assert
a Local Priority Claim or if the CVA Creditor wishes to claim for a different
amount than the amount set out in their Informal Proof.
25.1.4

Any CVA Claims in currencies other than Sterling will be converted at rates
effective at the Administration Date. The rates used can be viewed on the CVA
Website.
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25.2

What happens if I submit a Claim Form after the Bar Date?
25.2.1

If a CVA Creditor submits a Claim Form after the Bar Date, they will not receive a
distribution under the CVA unless the CVA Creditor has a Catch-up Claim or the
conditions set out at Paragraph 25.2.3 (Barred Claims) below are satisfied.

25.2.2

Catch-up Claims
(A)

(B)

25.2.3

(1)

was not given notice of the Creditors' Meeting, provided that
within 28 days of receiving actual notice of the CVA it lodged its
Claim Form with the Supervisors; or

(2)

demonstrates to the satisfaction of the Supervisors that it had
previously submitted an Informal Proof to the Administrators prior
to the Record Date.

A CVA Creditor with a Catch-up Claim will not be entitled to disturb the
making of any earlier distribution under the CVA. However, before further
distributions are made to CVA Creditors with an equal ranking in
accordance with the Local Asset Waterfall and Main Asset Waterfall,
Catch-up Claims will be entitled to a catch-up distribution (to the extent
there are assets available). Any CVA Creditor who believes that they
have a Catch-up Claim should therefore notify the Supervisors as soon
as they may become aware that they have a Catch-up Claim.

Barred Claims
(A)

(B)

25.3

A CVA Creditor will have a Catch-up Claim where that CVA Creditor
either:

Any CVA Claim submitted after the Bar Date that is not a Catch-up Claim
will be a Barred Claim. Barred Claims will not receive a distribution under
the CVA or be adjudicated by the Supervisors unless:
(1)

the Administrators and Supervisors determine that there will be
sufficient assets to pay all other Allowed Claims in full (plus
Commercial Interest thereon); and

(2)

the Supervisors determine that if Barred Claims are admitted for
payment, a CVA Creditor with a Barred Claim will receive a
Distribution in respect of that Barred Claim.

Where a distribution will be made in respect of Barred Claims, the
Supervisors will notify CVA Creditors with Barred Claims as to whether or
not those claims have been admitted in whole or in part.

How will Assets be distributed?
25.3.1

25.3.2

The Supervisors shall distribute the Local Assets in the following order of priority:
(A)

Local Priority Claims in the order of priority as set out in Annex 9 (Local
Priorities) until paid in full; then

(B)

Local Unsecured Claims which shall rank equally between themselves
until paid in full; then

(C)

Local Proceeding Subordinated Claims which shall rank equally between
themselves until paid in full; and

(D)

any balance shall be treated as a Main Asset and shall be applied in
accordance with the Main Asset Waterfall.

The Supervisors shall distribute the Main Assets they are holding rateably in
respect of:
(A)

Provable Claims (excluding Main Proceeding Subordinated Claims),
which shall rank equally between themselves until paid in full; then
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25.4

25.5

25.6

(B)

Main Proceeding Subordinated Claims, which shall rank equally between
themselves until paid in full; then

(C)

Commercial Interest on all those CVA Claims set out at Paragraphs
25.3.2(A) and 25.3.2(B) above until paid in full; then

(D)

Non-Provable Claims, which shall rank equally between themselves until
paid in full; then

(E)

Commercial Interest on Non-Provable Claims until paid in full; then

(F)

Barred Claims, which shall rank equally between themselves until paid in
full; then

(G)

Commercial Interest on Barred Claims until paid in full; and finally

(H)

any balance shall be returned to the Administrators who shall procure
that any surplus (including any surplus otherwise retained by the
Administrators and not paid to the Supervisors) after the costs of
discharging the Administration Order and the costs (if appropriate) of
liquidating the Company and any other Post-Insolvency Costs shall be
returned to the control of the Company for the benefit of its Members in
accordance with their entitlements under the Company’s constitutional
documents.

Who will determine whether I have a valid CVA Claim and the ranking of that CVA
Claim?
25.4.1

The Supervisors will determine whether to admit or reject (in whole or in part)
your claim. As explained at Paragraph 25.2.3 (Barred Claims) above, the
Supervisors will adjudicate the amount of a Barred Claim in certain circumstances
only.

25.4.2

The Supervisors will determine the ranking of any CVA Claim where that Claim
Form is received on or before the Bar Date. If you do not assert a Local Priority
Claim in the Claim Form (or submit your Claim Form by way of a deemed
submission of a Voting Form, an Informal Proof or a Small Debt) then your CVA
Claim will be treated as an unsecured claim. If you have asserted that you have a
Local Priority Claim, then the Administrators will review that claim by reference to
the order of priorities contained in Annex 9 (Local Priorities) and may rely on any
legal advice of any advisers appointed by them to advise on the ranking of your
claim(s).

25.4.3

If the Supervisors determine that there is a manifest error in Annex 9 (Local
Priorities), the Supervisors can amend Annex 9 (Local Priorities) and shall notify
creditors promptly on the CVA Website.

When will I be notified of the Supervisors' decision?
25.5.1

Unless you have a Barred Claim and Supervisors and Administrators determine
that there will be no distribution in respect of Barred Claims, the Supervisors will
write to you following receipt of your Claim Form and the Effective Date setting
out whether your CVA Claim has been admitted or rejected in whole or in part,
the Supervisors' determination of the value of your CVA Claim and the ranking of
your CVA Claim. Where your CVA Claim has been rejected in whole or in part,
the Supervisors will provide their reasons for doing so.

25.5.2

The value of CVA Claims which have been admitted shall be listed on the CVA
Website.

What should I do if I disagree with the Supervisors' decision?
25.6.1

If a CVA Creditor is dissatisfied with any aspect of the Supervisors' decision
admitting or rejecting (in whole or in part) any CVA Claim (other than an Intra-
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Group CVA Claim), that CVA Creditor can refer the Supervisors' decision for
expert determination to a claims tribunal within (as applicable) 21 days of:

25.6.2
25.7

(A)

receipt of the Supervisors' written reasons for the rejection in respect of
that CVA Creditor's claim; or

(B)

becoming aware of the Supervisors' decision.

The Supervisors may, in their absolute discretion, require that the appeal of the
Supervisors' decision is heard by the Companies Court, Chancery Division.

Disclosure of CVA Claims
Any CVA Creditor who has submitted a Claim Form (unless that Claim Form has been
wholly rejected or withdrawn) or a person acting on their behalf is entitled to inspect any
other Claim Form that is in the Supervisors' possession at all reasonable times on any
Business Day on 48 hours' notice. The Supervisors are entitled to decline to allow a Claim
Form to be inspected if they consider that it should be treated as confidential or that its
disclosure would be prejudicial to the conduct of the CVA, the administration or might
reasonably be expected to lead to violence against any person if disclosure may result in a
breach of any applicable law.

25.8

25.9

25.10

Payment
25.8.1

A CVA Creditor with an Allowed Claim which is agreed by the Supervisors or
allowed for payment pursuant to the Dispute Resolution Procedure will receive
one payment in Sterling (by cheque or electronic transfer) for all amounts due to
that CVA Creditor on each Distribution. There may be multiple Distributions.

25.8.2

A Local Priority Creditor who has received, or is estimated to receive, a
Distribution in the Local Asset Waterfall will not receive a Distribution in the Main
Asset Waterfall until all CVA Creditors with an equivalent ranking in the Main
Asset Waterfall have been paid rateably.

Preferential creditors and other creditors with priority
25.9.1

The Administrators are not aware that there are any preferential creditors of the
Company within the meaning of section 386 of the Insolvency Act as at the
Record Date. If there are any such preferential creditors, they will be paid ahead
of the unsecured creditors.

25.9.2

Subject to any bar date which may be ordered by the English Court pursuant to
the Expense Application (see Paragraph 11 (Expense Application)), as a matter
of English law certain claims including Administration Expenses and payments
under paragraph 66 of Schedule B1 to the Insolvency Act will rank ahead of
unsecured claims for the purposes of payment.

Secured Creditors
25.10.1 The Administrators are not aware that there are any Secured Creditors of the
Company. In the event that there are one or more Secured Creditors, the Terms
include provisions that:
(A)

enable a Secured Creditor to surrender its security;

(B)

enable the Supervisors to require that any security is professionally
valued; and

(C)

require a Secured Creditor to notify the Supervisors where they realise
any value from their security.

25.10.2 Nothing in the Proposal shall alter an Administrator's right to realise or otherwise
deal with any Assets which are subject to any Security or other encumbrance and
nothing in the Proposal shall affect a Creditors' rights in rem, protected under
Article 5 of the EC Regulation.
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25.11

Interest
Interest on Allowed Claims is payable in accordance with the order of payments described
at Paragraph 25.3 (How will Assets be distributed?) above. Interest will only be payable if
certain CVA Claims are paid in full. Where interest is payable, interest will be paid on the
Allowed Claim (on a pro-rata basis by reference to the value of the Allowed Claim) from 14
January 2009 to the date on which the relevant Allowed Claim is paid in full. Pursuant to
the terms of the settlement agreed with the UKPI and the Pensions Regulator described at
paragraph 10 (Summary of key terms of the Pensions Settlement) of Annex 21
(Background to the Nortel Group insolvency proceedings), the rate of interest to be applied
is Commercial Interest being 4.62% per annum net of any withholding tax or other
deduction withheld or deducted under any applicable law at the date of payment, rather
than Statutory Interest which currently stands at the greater of 8% per annum and the rate
that would apply apart from the administration of the Company.

26.

RELEASES

26.1

The Terms include a broad release on behalf of each CVA Creditor in favour of the
Administrators, Ernst & Young LLP, fellow members, partners, directors and employees of
their firm, the legal and other professional advisers to the Administrators, their firms, fellow
members, partners and employees to the fullest extent permissible and a waiver of any
Debt or liability in connection with the acts, omissions of defaults as Administrators, or
advisers and the preparation, negotiation and implementation of the Settlement Documents
and the CVA including (without limitation) in relation to:
26.1.1

causing the Company to continue to trade after the Administration Date;

26.1.2

the conduct of the Company’s trading after the Administration Date;

26.1.3

causing the Company to enter into any agreements after the Administration Date,
including but not limited to the:
(A)

26.1.4

Interim Funding and Settlement Agreement;

(B)

Business Sales;

(C)

CVA Cost Sharing Agreement;

(D)

Agreement Settling EMEA Canadian Claims;

(E)

Agreement Settling US Claims; and

the conduct of any litigation including without limitation the Allocation Dispute and
Claims Litigation.

26.2

The Administrators are authorised by each CVA Creditor to enter into the CVA Release
Deed Poll to confirm and give effect to the releases described above.

26.3

The Administrators consider that the releases in the CVA are necessary because any claim
against the Administrators or their advisers could result in related claims being brought
against the Company. These related claims may rank as Administration Expenses and may
therefore dilute the return to CVA Creditors. If such claims are brought, they have the
potential to delay the distribution of the Company's assets to CVA Creditors. The
Administrators have been made aware of a potential claim that the UKPI may bring against
the Administrators in connection with the entry into the Interim Funding and Settlement
Agreement. The Deed of Release (available on the CVA Website) provides that the UKPI
will release this potential claim against the Administrators on the Plans Effective Date. As
at the Record Date, the Administrators have not been made aware of any other claims that
would be released under the release contained in the Terms.

27.

CVA COST SHARING AGREEMENT
The CVA Cost Sharing Agreement provides that all the costs (including professional fees)
incurred for the benefit of the CVA Entities from 2 September 2016 in connection with the
planning, preparation and promulgation of the CVAs shall be shared rateably between the
CVA Entities based on the percentage of each CVA Entity's assets of the total assets
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estimated to be available for distribution by all CVA Entities on 13 March 2017. Such costs
incurred prior to 2 September 2016 are shared equally between the CVA Entities with each
CVA Entity being responsible for 6.25% of those costs. Where costs have been incurred
since 2 September 2016 for the sole benefit of a CVA Entity– for example, the costs of
attending the CVA meeting for that CVA Entity – that CVA Entity is solely responsible for
the payment of those costs.
28.

LIMITATION DEED POLL

28.1

On 9 January 2015, the Administrators of each of the EMEA Debtors entered into the
Limitation Deed Poll pursuant to which they agreed that limitation periods in respect of
certain claims would not expire on the sixth anniversary of the Administrators' appointment
(that anniversary being 14 January 2015). The Administrators considered that (i) it was in
the best interests of the creditors to preserve their claims; and (ii) the Limitation Deed Poll
would promote the efficient conduct of the administrations by avoiding the need to deal with
requests from individual creditors for separate bilateral arrangements.

28.2

If the CVA is approved, the Limitation Deed Poll will be cancelled on the Bar Date and the
creditors authorise the Administrators to enter into the Deed Poll Termination on the
Effective Date with the cancellation taking effect on the Bar Date. Such cancellation will
give the Creditors the opportunity to assert their claims in accordance with the Terms.

29.

INTRA-GROUP CVA CLAIMS

29.1

The Terms provide that certain liabilities incurred prior to the Administration Date and owed
by the Company to other EMEA Debtors and set out at Annex 20 (Intra-Group CVA
Claims) (the "Intra-Group CVA Claims") will be deemed to be Allowed Claims in the CVA
and the quantum of those Intra-Group CVA Claims are not capable of being disputed by
the Supervisors or any CVA Creditor.

29.2

Where another EMEA Debtor proposes a CVA to its creditors, the terms of that CVA will
provide for a reciprocal admission of amounts owed to the other EMEA Debtors by that
EMEA Debtor. These provisions are not however inter-conditional which means that if the
CVA for an EMEA Debtor is not approved, amounts owed to that EMEA Debtor will not be
automatically agreed and admitted pursuant to the terms of the CVA but amounts owed by
the EMEA Debtor to other EMEA Debtors will be automatically agreed and admitted (where
CVAs in respect of the other EMEA Debtors are approved).

29.3

Pursuant to the Deed of Release, certain liabilities which may exist between Nortel Group
companies in administration have not been released. No decision has been taken as to
whether or not any such liability or claim may be pursued. If any such claim ranks as an
unsecured claim it must be asserted prior to the Bar Date.
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PART IV: TAX INFORMATION AND TAX DISCLAIMER
For the purposes of this Part IV (Tax Information and Tax Disclaimer), "Tax" means any
corporation tax, levy, impost, duty or other charge or withholding of a similar nature whether direct
or indirect (including any penalty or interest payable in connection with any failure to pay or any
delay in paying any of the same).
When considering the Proposal, CVA Creditors should consult their own tax advisers concerning
the Tax consequences of the Proposal to determine their own Tax position as a result of the CVA
being implemented and becoming unconditional in accordance with the Terms in the light of their
particular situations. To the extent any Tax arises upon receipt by a CVA Creditor of one or more
Distributions under the CVA, such Tax will be the sole responsibility of the relevant CVA Creditor.
No representations are made by any person with respect to the Tax consequences for any
particular holder of a CVA Claim.
For the avoidance of doubt, neither of the Company, the Administrators nor the Supervisors are
responsible for any Tax arising as a result of that CVA Creditor's receipt of a Distribution and the
Supervisors are not required to gross up any Distribution to take account of such Tax.
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SECTION 2: TERMS OF THE COMPANY VOLUNTARY ARRANGEMENT
IMPLEMENTATION
1.

DEFINITIONS AND INTERPRETATION

1.1

Words and expressions defined in Part A (Definitions) of Annex 1 (Definitions and
Interpretation) shall have the same meaning when used in the Terms unless the context
otherwise requires and Part B (Interpretation) of Annex 1 (Definitions and Interpretation)
shall apply as if set out in full in this Clause 1 (Definitions and Interpretation).

1.2

If there is a conflict or inconsistency between the Terms and the Summary of the Proposal
or any other document despatched by the Nominees, Administrators or Supervisors then
the Terms shall prevail.

1.3

If the Terms or the Summary of the Proposal or any document relating to the Terms or
Summary of the Proposal is translated into a language other than English, the English
version shall prevail.

2.

APPLICATION
The Terms shall apply as a company voluntary arrangement between the Company and its
CVA Creditors. References to a "CVA" or the "CVA" shall be construed accordingly.

3.

IMMEDIATELY EFFECTIVE PROVISIONS

3.1

The following provisions of the Terms shall have full force and effect for the benefit of the
Company immediately from 5:00 p.m. London time on the Effective Date:

3.2

3.1.1

Clause 1 (Definitions and Interpretation);

3.1.2

Clause 2 (Application);

3.1.3

this Clause 3 (Immediately Effective Provisions);

3.1.4

Clause 4 (Implementation Date);

3.1.5

Clause 7 (Moratorium);

3.1.6

Clause 8 (Assets and Currency Conversion);

3.1.7

Clause 10 (Submission of CVA Claims);

3.1.8

Clause 26 (Duties and Powers of the Administrators);

3.1.9

Clause 27 (Supervisors' General Duties and Powers);

3.1.10

Clause 28 (Supervisors' Specific Duties and Powers);

3.1.11

Clause 29 (Supervisors' Remuneration and Expenses);

3.1.12

Clause 34 (Modifications);

3.1.13

Clause 35 (Termination);

3.1.14

Clause 36 (Notices);

3.1.15

Clause 37 (Assignment);

3.1.16

Clause 39 (Language);

3.1.17

Clause 40 (Governing Law and Jurisdiction); and

3.1.18

Clause 41 (EC Regulation).

The Supervisors shall promptly notify Creditors of the occurrence of the Effective Date and
of the date of the Bar Date by way of a notice on the CVA Website and by email to each
Creditor who provided an email address on the Voting Form or otherwise by post to each
CVA Creditor. On the Effective Date, the Supervisors shall make the Claim Form available
on the CVA Website.
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4.

IMPLEMENTATION DATE

4.1

Subject to Clause 3 (Immediately Effective Provisions), no other provisions of the Terms
shall come into effect until each of the following conditions is satisfied or waived in
accordance with Clause 4.2 below:
4.1.1

the Effective Date has occurred; and

4.1.2

the later of:
(A)

if no Challenge Application has been made, the date on which the
Challenge Period expires; or

(B)

if a Challenge Application has been made prior to the expiry of the
Challenge Period, the date on which such application is withdrawn or
dismissed without further right of appeal and without an order being made
under section 6(4) of the Insolvency Act.

4.2

The Administrators, in their absolute discretion, may waive any of the conditions precedent
set out at Clause 4.1.2, either unconditionally or on such terms as they see fit.

4.3

The Supervisors shall promptly notify CVA Creditors of the occurrence of the
Implementation Date by way of notice on the CVA Website or by any other method by
which the Supervisors may give notice pursuant to Clause 36.2 (Notices by the
Administrators or Supervisors).

4.4

Following the occurrence of the Implementation Date, the Supervisors shall:
4.4.1

invite all CVA Creditors who have not already done so to submit a Claim Form
and remind CVA Creditors of the Bar Date on the CVA Website;

4.4.2

advertise the Bar Date and the occurrence of the Implementation Date and
advertise for CVA Claims to be submitted in a daily national newspaper in Italy,
currently anticipated to be La Repubblica; and

4.4.3

send a letter (the "Implementation Letter") to each CVA Creditor of whom the
Administrators are aware:
(A)

giving notice of the occurrence of the Implementation Date;

(B)

reminding each CVA Creditor of the Bar Date;

(C)

stating, if applicable, that the relevant CVA Creditor has previously
submitted an Informal Proof;

(D)

stating, if applicable, that the relevant CVA Creditor has submitted a
Voting Form and, if so, whether that CVA Creditor requested that its
Voting Form be treated as its Claim Form;

(E)

enclosing a Claim Form if a Claim Form has not been received, or not
deemed to have been received in accordance with Clause 10.3.1
(Deemed submission), from the CVA Creditor;

(F)

stating, if applicable, that the Supervisors believe, from the Company's
accounting records, the relevant CVA Creditor is owed a Small Debt, and
if so, the amount of that Small Debt;

(G)

detailing the effect of any order made by the English Court in respect of
the Expense Application; and

(H)

providing such other information as the Supervisors and/or Administrators
deem appropriate.

5.

CONDITIONS PRECEDENT TO EACH DISTRIBUTION

5.1

It will be a condition precedent to the making of any payment or Distribution either by the
Company (acting by the Administrators) to the Supervisors or by the Supervisors to any
person entitled, that at the time of the proposed payment or Distribution that:
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5.1.1

no application under section 6(1) of the Insolvency Act has been served on the
Company by a person referred to in section 6(3)(b) of the Insolvency Act or, if
such an application has been served, it has been withdrawn or finally dismissed
without further right of appeal and without an order being made under section
6(4) of the Insolvency Act; and

5.1.2

no application under section 6(1) of the Insolvency Act has been threatened in
writing against the Company by a person referred to in section 6(3)(b) of the
Insolvency Act, or, if such application has been threatened in writing, either:
(A)

the time period allowed under section 6(3)(b) of the Insolvency Act for the
making of any such application has expired without any application
having been served; or

(B)

the Administrators or Supervisors (as applicable) are satisfied that it is
appropriate to make such payment or Distribution notwithstanding such
threatened application.

5.2

Nothing in this Clause 5 (Conditions precedent to each Distribution) shall apply to the
payment of any amount due and payable in respect of Post-Insolvency Costs, Secured
Liabilities or Preferential Liabilities.

6.

THE EFFECT OF THE CVA ON SECURED CREDITORS , PREFERENTIAL CREDITORS
AND POST-INSOLVENCY COSTS

6.1

The CVA does not affect:
6.1.1

the rights of any Secured Creditor in respect of any Secured Liabilities;

6.1.2

the rights of any Preferential Creditors in respect of Preferential Liabilities; or

6.1.3

subject to the Expense Application, the rights of any Expense Creditor in respect
of any Administration Expenses.

6.2

All Secured Liabilities, Preferential Liabilities and (subject to the Expense Application) PostInsolvency Costs shall continue to be dealt with by the Administrators in accordance with
the Insolvency Act and the Insolvency Rules and, subject to any order of the English Court
to the contrary, the Administrators shall be solely responsible for determining whether any
amount is due to a Secured Creditor, a Preferential Creditor or an Expense Creditor.

6.3

Subject to Clause 10.2 (Bar Date), a Secured Creditor may claim for the balance of its Debt
(if any) as a CVA Claim, after deducting the value of his Security, in accordance with
Clause 10 (Submission of CVA Claims).

6.4

Subject to Clause 10.2 (Bar Date), if a Secured Creditor voluntarily surrenders its Security,
that Secured Creditor may claim for the whole Debt as if it were a CVA Claim. Clause 10
(Submission of CVA Claims) to Clause 19 (Disclosure of Claims) shall apply to the
determination of the amount of such a CVA Claim.

6.5

A Secured Creditor may, with the agreement of the Supervisors or the leave of the English
Court, at any time alter the value which it has, in its Claim Form, put upon its Security.

6.6

If the Supervisors are dissatisfied with the value which a Secured Creditor puts on its
Security (whether in its Claim Form or by way of re-valuation), they may require the
Security to be professionally valued by an independent expert agreed as between the
Secured Creditor and the Supervisors each acting reasonably and if agreement cannot be
reached by an independent expert appointed solely by the Supervisors. Where such a
professional valuation has been carried out under this Clause 6.6, that valuation shall be
treated as an amended valuation of the Security.

6.7

If a Secured Creditor who has valued his Security subsequently realises it:
6.7.1

the Secured Creditor shall forthwith notify the Supervisors and shall give the
Supervisors such information relating thereto as they may reasonably require;

6.7.2

the net amount realised shall be substituted for the value previously put by the
Secured Creditor on the Security; and
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6.7.3

6.8

that amount shall be treated in all respects as an amended valuation of the
Secured Creditor and if the Secured Creditor has submitted a Claim Form his
Claim Form shall be treated as being modified accordingly.

Nothing in the Terms shall alter in any way an Administrator's right to realise or otherwise
deal with any Assets which are subject to any Security or other encumbrance and nothing
in these Terms shall affect a Creditor's rights in rem, protected under Article 5 of the EC
Regulation.
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MORATORIUM
7.

MORATORIUM

7.1

Nothing in the Terms shall limit the operation of paragraph 43 of Schedule B1 to the
Insolvency Act. No step described in paragraph 43 of Schedule B1 to the Insolvency Act
shall be taken without the consent of the Administrators or the permission of the English
Court.

7.2

Subject to Clause 8.6 (Assets and Currency Conversion), the Supervisors shall not make
any payment to a CVA Creditor other than in accordance with the Terms. In order to
facilitate the Supervisors in making payments to CVA Creditors in accordance with the
Terms, no CVA Creditor or member of the Company shall take or continue any step or
proceeding against the Company or its property (whether by way of demand, legal
proceedings, alternative determination process (including arbitration or an expert
determination process), the levying of distress, execution of judgment or otherwise) in any
jurisdiction whatsoever for the purpose of obtaining payment of any debt without the
consent of the Supervisors.

7.3

Nothing in this Clause 7 (Moratorium) shall prejudice the enforcement by a CVA Creditor of
its rights under the Terms or preclude a CVA Creditor availing itself of the Dispute
Resolution Procedure for the purpose of determining the amount (if any) of a CVA Claim.

7.4

Nothing in Clause 7.1 above shall prevent the commencement of a Secondary Proceeding.

7.5

The provisions of Clauses 7.1 to 7.3 above shall survive a termination of the CVA pursuant
to Clause 35 (Termination) or (save to the extent that they relate to the powers of the
Administrators) the discharge of the administration order for the Company.

38

ASSET OWNERSHIP
8.

ASSETS AND CURRENCY CONVERSION

8.1

Except insofar as specific functions are to be performed by the Supervisors under the
Terms, the affairs, business and property of the Company shall continue to be managed by
the Administrators.

8.2

The beneficial interest in the Assets of the Company shall continue to be held by or
otherwise vest in the Company.

8.3

The Assets of the Company shall be dealt with in accordance with the CVA by the
Administrators for the purposes set out herein including, without limitation:
8.3.1
8.3.2

the realisation of any Assets into cash; and
the exercise of any function or power of the Administrators in accordance with:
(A)

the Terms; and

(B)

the Insolvency Act, the Insolvency Rules or the purposes for which they
were appointed, to the extent that the exercise of those functions or
powers is not inconsistent with the Terms.

8.4

The Assets which are transferred to the Supervisors pursuant to Clause 21.6 (Distribution
of Cash by the Administrators and Supervisors) shall be managed solely by the
Supervisors in accordance with the Terms.

8.5

The Administrators shall have the power at any time either before or after the Record Date
to convert any Asset of the Company which is not denominated in Sterling into Sterling.
The Administrators shall have no liability for any loss which may arise as a result of that
conversion.

8.6

Notwithstanding anything to the contrary in these Terms, nothing in these Terms shall fetter
the Administrators' right to apply the Assets for the purpose of making a payment to any
person pursuant to paragraph 66 of Schedule B1 of the Insolvency Act or in respect of the
payment of any Preferential Liabilities, Secured Liabilities or Post Insolvency Cost.

9.

ASSET SPLIT

9.1

For the purposes of this CVA, the Assets:
9.1.1

wherever they were located on the Administration Date;

9.1.2

wherever they are located now; and

9.1.3

wherever they are or were located at the time of their realisation in to cash, shall:
(A)

upon receipt of such Assets by the Supervisors in accordance with
Clause 21.6 (Distribution of Cash by the Administrators and Supervisors);
and

(B)

after the payment of or reservation in full for the Supervisors’ fees, costs
and expenses (including, without limitation, legal fees) in accordance with
Clause 22 (Waterfall),

be held by the Supervisors as a "Main Asset" or a "Local Asset" as follows:
(C)

50 per cent of the Assets which have been identified by the
Administrators as SPSA Proceeds pursuant to Clause 21.6 (Distribution
of Cash by the Administrators and Supervisors) shall be a Main Asset;

(D)

50 per cent of the Assets which have been identified by the
Administrators as SPSA Proceeds pursuant to Clause 21.6 (Distribution
of Cash by the Administrators and Supervisors) shall be a Local Asset;

(E)

100 per cent of the Assets which have been identified by the
Administrators as Foreign Receivable Proceeds shall be a Main Asset;
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(F)

(G)

100 per cent of the Assets which have been identified by the
Administrators as LRE Payment Proceeds shall be:
(1)

where the Local Assets (other than the LRE Payment Proceeds)
are insufficient to discharge all amounts due to be paid under
Clause 22.3.1 (Local Asset Waterfall) in respect of Local Priority
Claims, a Local Asset until all amounts due to be paid under
Clause 22.3.1 (Local Asset Waterfall) have been paid or reserved
for; and thereafter

(2)

a Main Asset, and

100 per cent of the Assets which have been identified by the
Administrators as Other Proceeds shall be a Local Asset,

and such Assets shall be distributed accordingly by the Supervisors in
accordance with Clause 22 (Waterfall).
9.2

The Administrators shall notify the Supervisors prior to each Distribution of their estimate of
the amount of the LRE Payment Proceeds which shall be treated as a Main Asset having
had regard to past Distributions and anticipated future Distributions. The Supervisors shall
provide to the Administrations such information as may be necessary for the purpose of
making that determination.
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PROOF PROCESS FOR CVA CLAIMS
10.

SUBMISSION OF CVA CLAIMS

10.1

General

10.2

10.3

10.1.1

Distributions under the CVA shall only be payable on CVA Claims to the extent
that such CVA Claims are Allowed Claims. Any CVA Claim which is not an
Allowed Claim or a Barred Claim shall be treated as a Disputed Claim.

10.1.2

Disputes in relation to CVA Claims or purported CVA Claims shall be determined
in accordance with the Dispute Resolution Procedure. The amount of any
Disputed Claim which is determined to be admitted for payment pursuant to the
Dispute Resolution Procedure or is agreed by the Supervisors will become an
Allowed Claim.

10.1.3

Subject to Clause 10.3 (Deemed submission), CVA Creditors who wish to claim
for Distributions must submit a Claim Form.

Bar Date
10.2.1

Subject to Clause 10.3 (Deemed submission), a CVA Creditor must lodge its
Claim Form with the Supervisors so that it is received on or before the Bar Date.

10.2.2

The Supervisors shall determine whether any CVA Claim lodged after the Bar
Date is a Catch-Up Claim.

10.2.3

No Distribution under the CVA will be made in respect of any CVA Claim (other
than a Catch-up Claim) lodged after the Bar Date (a "Barred Claim"). Barred
Claims will not rank for distributions under the CVA unless the Administrators and
Supervisors determine that there will be sufficient Assets to make a distribution in
respect of admitted Barred Claims pursuant to Clause 14 (Barred Claims).

Deemed submission
A CVA Creditor will be deemed to have submitted a Claim Form prior to the Bar Date in the
following circumstances:
10.3.1

if a CVA Creditor:
(A)

has submitted a Voting Form on or before the Bar Date for the purposes
of voting at the Creditors' Meeting;

(B)

has not stated on the Voting Form that such Voting Form should not be
treated as its Claim Form; and

(C)

does not submit a Claim Form prior to the Bar Date,

that Voting Form shall be deemed to be its Claim Form which shall be treated as
though it were received prior to the Bar Date;
10.3.2

unless Clause 10.3.1 applies, if a CVA Creditor:
(A)

has received an Implementation Letter in which the Supervisors have
confirmed that the CVA Creditor has previously submitted an Informal
Proof;

(B)

has not notified the Supervisors on or before the Bar Date that it
considers that its CVA Claim is a Local Priority Claim; and

(C)

does not submit a Claim Form prior to the Bar Date,

that Informal Proof shall be deemed to be its Claim Form which shall be treated
as though it were received prior to the Bar Date;
10.3.3

unless either of Clauses 10.3.1 or 10.3.2 apply, if a CVA Creditor:
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(A)

has received an Implementation Letter in which the Supervisors have
confirmed that, according to the Company's accounting records, the CVA
Creditor is owed a Small Debt and the amount of that Small Debt; and

(B)

does not submit a Claim Form prior to the Bar Date,

that CVA Creditor will have been deemed to have submitted a Claim Form on or
before the Bar Date and shall have an Allowed Claim which shall rank as a
Provable Claim (but not a Local Priority Claim) at the amount set out in that
Implementation Letter.
10.4

Where a CVA Creditor is deemed to have submitted a Claim Form on or before the Bar
Date in accordance with Clauses 10.3.1 or 10.3.2 above, the Supervisors shall determine
whether to admit that CVA Claim as a Provable Claim (but not a Local Priority Claim) in
accordance with Clause 12.1.

10.5

Where a CVA Creditor submits a Claim Form in accordance with Clause 10.2 (Bar Date) or
is deemed to have submitted a Claim Form pursuant to Clause 10.3.1, the Supervisors
shall determine whether to admit that CVA Claim in accordance with Clause 12.1 and
without reference to any Informal Proof previously submitted by that CVA Creditor.

10.6

A Claim Form for a CVA Claim incurred or payable in a currency other than in Sterling must
state the amount of the CVA Claim in that currency.

10.7

Subject to the determination to be made by the Supervisors pursuant to Clauses 11.5 and
11.6 (Ranking of CVA Claims) the CVA Claims listed in Annex 20 (Intra-Group CVA
Claims) shall each be admitted as an Allowed Claim in favour of the company named in
column A for the amount specified in column B without the need to submit a Claim Form.

10.8

Local Priority Claims
If a CVA Creditor wishes to assert that a CVA Claim is a Local Priority Claim it must make
such an assertion on the Claim Form. No CVA Claim will be determined by the Supervisors
to be a Local Priority Claim unless such assertion is made by the CVA Creditor on its Claim
Form. The CVA Creditor must also assert which category and/or order of priority shall
apply to such CVA Claim by reference to the categories of Local Priority Claim in Annex 9
(Local Priorities).

10.9

Costs of proving
Subject to paragraph 13 of the Dispute Resolution Procedure:
10.9.1

each CVA Creditor bears the cost of proving his own CVA Claim, including costs
incurred in providing documents or evidence requested by the Supervisors which
the Supervisors consider necessary to substantiate the whole or any part of the
CVA Claim; and

10.9.2

costs incurred by the Supervisors in estimating the value of a debt are
Supervisors' Costs and payable in accordance with Clause 29 (Supervisors'
Remuneration and Expenses) of the Terms.

11.

RANKING OF CVA CLAIMS

11.1

The Administrators shall determine whether any claim shall rank as a Secured Liability, a
Preferential Liability or a Post-Insolvency Cost.

11.2

The Supervisors shall determine whether or not each Allowed Claim (other than a Barred
Claim) is one or more of:
11.2.1

a Local Priority Claim;

11.2.2

a Provable Claim;

11.2.3

a Non-Provable Claim;

11.2.4

a Main Proceeding Subordinated Claim; or

11.2.5

a Local Proceeding Subordinated Claim.
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11.3

If the Supervisors determine that an Allowed Claim is a Local Priority Claim:
11.3.1

the Supervisors shall then determine the ranking of that Local Priority Claim by
reference to the categories of local priorities and the order of priority of those
categories contained in Annex 9 (Local Priorities) and the Supervisors may rely
on local law advice of any advisers appointed by them to assist in making that
determination; and

11.3.2

the amount of that Allowed Claim shall rank for Distribution as such in the Local
Asset Waterfall.

11.4

The relevant categories and the order of local priorities of Local Priority Claims set out in
Annex 9 (Local Priorities) shall be determined by reference to the applicable law of the
jurisdiction in which the Company is incorporated as at the Record Date. If the Supervisors
determine that there is a manifest error in Annex 9 (Local Priorities) then they shall amend
Annex 9 (Local Priorities) and shall promptly notify the CVA Creditors by giving notice on
the CVA Website.

11.5

If the Supervisors determine that an Allowed Claim is:

11.6

11.5.1

a Provable Claim (excluding for this purpose a Subordinated Claim), then the
amount of that Allowed Claim shall rank for Distribution in the Main Asset
Waterfall as a Provable Claim and, other than where such Allowed Claim is a
Local Priority Claim, the Local Asset Waterfall as a Local Unsecured Claim; or

11.5.2

a Non-Provable Claim, then the amount of that Allowed Claim shall rank for
Distribution in the Main Asset Waterfall as a Non-Provable Claim. For the
purpose of determining whether or not a CVA Claim is a Non-Provable Claim, the
Supervisors shall consider the question solely as a matter of English law.

Subject to Clause 11.7, if the Supervisors determine that an Allowed Claim is:
11.6.1

a Main Proceeding Subordinated Claim, then the amount of that Allowed Claim
shall rank for Distribution as such in the Main Asset Waterfall; or

11.6.2

a Local Proceeding Subordinated Claim, then the amount of that Allowed Claim
shall rank for Distribution as such in the Local Asset Waterfall.

11.7

An Allowed Claim can be a Subordinated Claim in one Waterfall even if it is not treated as
a Subordinated Claim in the other Waterfall and its treatment as a Provable Claim, a NonProvable Claim, a Local Unsecured Claim, or a Local Priority Claim in one Waterfall will not
preclude it as being treated as though it is in a different category in the other Waterfall. The
Supervisors may rely upon (i) English law advice of any advisers appointed by them to
determine whether or not an Allowed Claim should be a Main Proceeding Subordinated
Claim, a Provable Claim, a Local Unsecured Claim, or a Non-Provable Claim, and (ii) local
law advice of any advisers appointed by them to determine whether or not an Allowed
Claim should be a Local Proceeding Subordinated Claim.

11.8

Distributions from the Main Asset Waterfall and the Local Asset Waterfall shall be paid in
accordance with Clause 22 (Waterfall).

11.9

Save where the Dispute Resolution Procedure applies, any determination by the
Supervisors in accordance with this Clause 11 (Ranking of CVA Claims) shall be final and
binding on the CVA Creditor.

12.

ADMISSION OF CVA CLAIMS

12.1

Subject to Clause 14 (Barred Claims), the Supervisors shall determine whether to admit or
reject (in whole or in part) a CVA Claim in accordance with these Terms.

12.2

The Supervisors shall:
12.2.1

give notice (a "Decision Notice") to each CVA Creditor of their determination
under Clause 12.1 in respect of that CVA Creditor's Claim Form, including:
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12.2.2

(A)

the Supervisors’ estimate of the value of the debt made in accordance
with Clause 12.3 below and, other than in respect of Barred Claims which
shall be dealt with in accordance with Clause 14 (Barred Claims), the
Supervisors' ranking of the CVA Claim in accordance with Clause 11
(Ranking of CVA Claims); and

(B)

where a CVA Claim has been rejected in whole or in part, the reasons for
doing so; and

following the issuance of a Decision Notice notify all CVA Creditors on the CVA
Website of the amount claimed by each CVA Creditor and the amount admitted
by the Supervisors provided however that the Supervisors shall not be required to
state the name of that CVA Creditor on the CVA Website.

12.3

The Supervisors shall estimate the value of any CVA Claim which, by reason of its being
subject to any contingency or for any other reason, does not bear a certain value; and they
may revise any estimate previously made, if they think fit, by reference to any change of
circumstances or to any information becoming available to them. The Supervisors shall
inform the CVA Creditor in writing within 21 days of making their estimate and of any
revision to it. Subject to Clause 15 (Disputed Claims), the Supervisors' estimate (and any
subsequent variation of that estimate) shall be that CVA Creditors' Allowed Claim for the
time being.

12.4

A CVA Creditor may withdraw his CVA Claim at any time by delivering a written notice to
the Supervisors.

12.5

The amount of any Allowed Claim (or the amount sought in any Claim Form) may be varied
at any time by agreement between that CVA Creditor and the Supervisors.

13.

CALCULATION OF CVA CLAIMS

13.1

Unless the Supervisors allow otherwise, a Claim Form in respect of money owed on a bill
of exchange, promissory note, cheque or other negotiable instrument or security cannot be
admitted unless there is produced the instrument or security itself or a copy of it, certified
by the CVA Creditor or his authorised representative to be a true copy.

13.2

All trade and other discounts (except a discount for immediate or early settlement) which
would have been available to the Company but for its administration must be deducted
from the CVA Claim.

13.3

The Supervisors must convert all CVA Claims into Sterling by reference to the exchange
rates prevailing on the Administration Date.

13.4

Periodic Payments

13.5

13.4.1

In the case of rent and other payments of a periodical nature, the CVA Creditor in
its Claim Form may prove for any amounts due and unpaid up to the
Administration Date.

13.4.2

Where at the Administration Date any payment was accruing due, the CVA
Creditor may prove for so much as would have been due at that date, if accruing
from day to day.

CVA Claims payable at future time
13.5.1

Where in its Claim Form a CVA Creditor has proved for its CVA Claim of which
payment is not due at the date of the Distribution, the CVA Creditor is entitled to
the dividend equally with other CVA Creditors, but subject to Clause 13.5.2.

13.5.2

For the purpose of Distribution (and no other purpose) the amount of the CVA
Creditor’s Allowed Claim must be discounted by applying the following formula:
1.05
where:
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"x" is the value of the Allowed Claim excluding any discount applied by the CVA
Creditor; and
"n" is the period beginning with the Administration Date and ending with the date
on which the payment of the CVA Claim would otherwise be due, expressed in
years (part of a year being expressed as a decimal fraction of a year).
13.5.3

This Clause 13.5.3 (CVA Claims payable at future time) shall not apply to a CVA
Creditor with a CVA Claim provable at a future time if in that CVA Creditor's Claim
Form it included a discount to its CVA Claim which, if that CVA Claim becomes
an Allowed Claim, would result in an equal to or lower Distribution on its Allowed
Claim than would be paid to it if this Clause 13.5.3 (CVA Claims payable at future
time) applied.

14.

BARRED CLAIMS

14.1

Subject to Clause 14.2, if the Administrators and Supervisors determine that there will be
sufficient Assets to pay all Allowed Claims (other than Barred Claims) in full (plus
Commercial Interest thereon in accordance with Clause 22 (Waterfall)), then the
Supervisors shall treat each Barred Claim as if it were a CVA Claim lodged on or before
the Bar Date and shall determine whether to admit or reject (in whole or in part) each
Barred Claim in accordance with these Terms accordingly, provided always that:
14.1.1

the Supervisors may but shall not be obliged to accept or reject a Barred Claim
until all Allowed Claims (other than Barred Claims) have been paid in full together
with Commercial Interest thereon; and

14.1.2

there are sufficient Assets available that if such Barred Claims are admitted for
payment, a CVA Creditor with a Barred Claim will receive a Distribution in respect
of that Barred Claim.

14.2

Clause 11 (Ranking of CVA Claims) shall not apply to any Barred Claim which is treated as
an Allowed Claim pursuant to this Clause 14 (Barred Claims) and such Barred Claim shall
rank for Distribution in the Main Waterfall as a Barred Claim subject to Clause 23.1
(Specific provisions applicable to Disputed Claims).

15.

DISPUTED CLAIMS

15.1

If any CVA Creditor is dissatisfied with any aspect of the Supervisors' decision admitting, or
rejecting the whole or any part of a CVA Claim, then subject to Clause 15.2, the CVA
Creditor may give notice to the Supervisors of his intention to apply the Dispute Resolution
Procedure to determine the existence or the amount of the CVA Claim. This Clause 15
(Disputed Claims) shall not apply to any CVA Claims admitted in accordance with Clause
10.6.

15.2

Notice under Clause 15.1:

15.3

15.2.1

from a CVA Creditor in relation to his own CVA Claim, must be given within 21
days of that CVA Creditor receiving the Decision Notice; or

15.2.2

in relation to a CVA Claim of another CVA Creditor:
(A)

may only be given by a CVA Creditor (the "Contesting CVA Creditor")
in respect of a Disputed Claim where the value of that Disputed Claim as
stated on the Claim Form is greater than or equal to 10 per cent of the
Supervisors' estimated value of the total Assets; and

(B)

must be given within 21 days of CVA Creditors being notified of the
Supervisors' decision on the CVA Website in accordance with Clause
12.2.2 (Admission of CVA Claims).

If no notice under Clause 15.1 is given, such CVA Claim will be treated as being wholly
disallowed or admitted for the amount determined or estimated by the Supervisors.
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15.4

If a CVA Creditor gives notice under Clause 15.1 in relation to a CVA Claim, then unless
otherwise ordered by the English Court, paragraph 13 of the Dispute Resolution Procedure
shall apply.

15.5

Where the Supervisors are notified by a party under Clause 15.1 of an intention to apply
the Dispute Resolution Procedure, the Supervisors shall be entitled to notify the relevant
CVA Creditor and, if applicable, the Contesting CVA Creditor within 21 days of receipt of
such notification that they will seek directions from the English Court as if the appeal of the
Supervisors' decision were an appeal of an administrator's decision under Rule 14.8 of the
2016 Rules and the English Court shall have exclusive jurisdiction to determine the matter
unless otherwise agreed by the Supervisors.

15.6

Neither the Administrators nor the Supervisors shall be personally liable for costs incurred
by any party pursuant to the Dispute Resolution Procedure irrespective of the outcome of
the Dispute Resolution Procedure unless otherwise ordered by the English Court.

15.7

The provisions of Annex 5 (Dispute Resolution Procedure) shall apply as if set out in full in
this Clause 15 (Disputed Claims).

15.8

No Member or Contributory shall be entitled to challenge any decision of the Supervisors
admitting or rejecting the whole or part of any CVA Claim.

16.

CURRENCY OF PAYMENT
All Distributions made by the Supervisors pursuant to the Terms shall be paid in Sterling.

17.

INTEREST

17.1

Interest prior to the Administration Date

17.2

17.1.1

Where a CVA Claim bears interest, that interest is provable as part of the CVA
Claim except in so far as it is payable in respect of any period after the
Administration Date in which case Clause 17.2 shall apply.

17.1.2

In the circumstances set out in this Clause 17.1 (Interest prior to the
Administration Date), a CVA Claim may include interest on the Debt for periods
before the Administration Date although not previously reserved or agreed.

17.1.3

If the CVA Claim is due by virtue of a written instrument and payable at a certain
time, interest may be claimed for the period from that time to the Administration
Date.

17.1.4

If the CVA Claim is due otherwise, interest may only be claimed if demand for
payment of the debt was made in writing by or on behalf of the CVA Creditor, and
notice was delivered that interest would be payable from the date of the demand
to the date of payment, before the Administration Date.

17.1.5

Interest under Clause 17.1.4 may only be claimed for the period from the date of
the demand to the Administration Date and, for the purposes of the Insolvency
Act, must be charged at a rate not exceeding that mentioned in Clause 17.1.6.

17.1.6

The rate of interest to be claimed under Clause 17.1.3 and 17.1.4 is the rate
specified in section 17 of the Judgments Act 1838 on the Administration Date.

Interest for the period after the Administration Date
17.2.1

Commercial Interest shall be payable on Allowed Claims to the extent that there
are Assets available for the period after the Administration Date and any such
interest accruing shall be payable in accordance with Clauses 21 (Distribution of
Cash by the Administrators and Supervisors) and 22 (Waterfall) below, less any
withholding tax or other deduction withheld or deducted under any applicable law
at the date of payment.

17.2.2

Amounts due from the Company to a CVA Creditor in respect of a CVA Claim or
an Allowed Claim shall not include Statutory Interest.
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18.

SET-OFF

18.1

Where, before the Administration Date, there have been mutual dealings:

18.2

18.3

18.4

18.1.1

an account must be taken as at the Administration Date of what is due from the
Company and a CVA Creditor to each other in respect of their mutual dealings
and the sums due from the one must be set off against the sums due from the
other;

18.1.2

if there is a balance owed to the CVA Creditor then only that balance is provable;

18.1.3

if there is a balance owed to the Company that must be paid to the Administrators
as part of the Assets; and

18.1.4

if all or part of the balance owed to the Company results from a contingent or
prospective Debt owed by the CVA Creditor then the balance (or that part of it
which results from the contingent or prospective Debt) must be paid in full
(without being discounted under Clause 13.5 (CVA Claims payable at future
time)) if and when that Debt becomes due and payable.

In Clause 18.1:
18.2.1

"obligation" means an obligation however arising, whether by virtue of an
agreement, rule of law or otherwise; and

18.2.2

"mutual dealings" means mutual credits, mutual debts or other mutual dealings
between the Company and a CVA Creditor proving or claiming to prove for a
Debt by submitting a Claim Form but does not include any of the following:
a Debt arising out of an obligation incurred after the Administration Date;

(B)

a Debt arising out of an obligation incurred at a time when the CVA
Creditor had notice that the application for the appointment of the
Administrators was pending; or

(C)

a Debt which has been acquired by a CVA Creditor by assignment or
otherwise, under an agreement between the CVA Creditor and another
party where that agreement was entered into either after the
Administration Date or at a time when the CVA Creditor had notice that
the application for the appointment of the Administrators was pending.

A sum must be treated as being due to or from the Company for the purposes of Clause
18.1 whether:
18.3.1

it is payable at present or in the future;

18.3.2

the obligation by virtue of which it is payable is certain or contingent; or

18.3.3

its amount is fixed or liquidated, or is capable of being ascertained by fixed rules
or as a matter of opinion.

For the purposes of Clause 18.1:
18.4.1

Clause 12.3 applies to an obligation which, by reason of its being subject to a
contingency or for any other reason, does not bear a certain value;

18.4.2

Clauses 13.3, 13.4 (Periodic Payments) and 17.1 apply to sums due to the
Company which:

18.4.3
18.5

(A)

(A)

are payable in a currency other than Sterling;

(B)

are of a periodical nature; or

(C)

bear interest; and

Clause 13.5 (CVA Claims payable at future time) applies to a sum due to or from
the Company which is payable in the future.

Amounts, if any, payable by a CVA Creditor to the Company:
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18.5.1

under sections 238 to 245 of the Insolvency Act, sections 423 to 425 of that Act
or sections 213 to 215 of that Act; or

18.5.2

as a result of any misfeasance or breach of duty in any jurisdiction by such CVA
Creditor in respect of the Company,

shall not be included in the account taken under Clause 18.1 above, but shall be payable to
the Company in full.
18.6

Amounts due from the Company to a CVA Creditor in respect of a CVA Claim shall not be
included in the account taken under Clause 18.1 above if such is determined in accordance
with the Dispute Resolution Procedure or if it is agreed by the Supervisors and the CVA
Creditor that set-off is not permitted.

19.

DISCLOSURE OF CLAIMS

19.1

The Supervisors must, so long as the Claim Forms delivered to the Supervisors are in the
possession of the Supervisors, allow them to be inspected, at all reasonable times on any
Business Day on 48 hours' notice, by the following:

19.2

19.1.1

a CVA Creditor who has delivered a Claim Form (unless the Claim Form has
been wholly rejected for the purposes of dividend or otherwise, or withdrawn);
and

19.1.2

a person acting on behalf of the CVA Creditor referred to in Clause 19.1.1.

Where the Supervisors consider that a Claim Form:
19.2.1

should be treated as confidential; or

19.2.2

is of such a nature that its disclosure would be prejudicial to the conduct of the
CVA, the administration, or might reasonably be expected to lead to violence
against any person,

the Supervisors may decline to allow it to be inspected by a person who would otherwise
be entitled to inspect it.
19.3

The Supervisors may decline to allow inspection of a Claim Form (or any part thereof) if to
do so may result in a breach of any applicable law (including without limitation any law in
relation to data protection).

19.4

The persons to whom the Supervisors may refuse inspection include members of the CVA
Creditors' Committee or, where there is an Existing Creditors' Committee, the Existing
Creditors' Committee.

19.5

Where the Supervisors refuse inspection of a Claim Form, the person wishing to inspect it
may apply to the English Court which may reconsider the Supervisors' decision. The
English Court's decision may be subject to such conditions (if any) as it thinks just.

19.6

The Supervisors are entitled to require the payment of 15 pence per A4 page for copies of
Claim Forms requested by a person entitled to inspect it.

19.7

The Supervisors shall not disclose any Claim Form to a Member or Contributory unless
otherwise ordered to do so by the English Court.
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EXPENSE APPLICATION

20.

EXPENSE APPLICATION
Each CVA Creditor acknowledges that:
20.1.1

the Administrators have issued the Expense Application (a copy of which is at
Annex 12 (Expense Application and draft order) and full details of which including
the exhibits thereto can be found on the CVA Website) in the English Court on or
before the Record Date and that the matter will be heard on 6 June 2017 by the
English Court in London;

20.1.2

it was notified of the Expense Application and the date of the hearing before the
English Court in the Summary of the Proposal;

20.1.3

it was provided with a copy of the draft order which the Administrators are
seeking from the English Court (a copy of which can be found at Annex 12
(Expense Application and draft order); and

20.1.4

the Supervisors will notify each CVA Creditor in the Implementation Letter of the
effect of any order made by the English Court in respect of the Expense
Application and will make a copy of such order available on the CVA Website.
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DISTRIBUTION PROCESS

21.

DISTRIBUTION OF CASH BY THE ADMINISTRATORS AND SUPERVISORS

21.1

The Administrators, in consultation with the Supervisors, shall determine each date on
which a Distribution is to be made. The Administrators' determination in that regard shall be
final.

21.2

Subject to Clause 22 (Waterfall), the Administrators shall determine the amount of cash
which shall be available to be paid to the Supervisors for the purpose of payment on any
Distribution Date. The Administrators' determination in that regard shall be final.

21.3

In determining whether or not cash will be available for Distribution the Administrators shall
have regard to:
21.3.1

the quantum of all Disputed Claims;

21.3.2

the likely timetable for resolving Disputed Claims;

21.3.3

the costs involved in making a Distribution;

21.3.4

the estimated costs up to the date of termination of the CVA in accordance with
Clause 35 (Termination);

21.3.5

the estimated Post-Insolvency Costs, Secured Liabilities and Preferential
Liabilities to the date of ultimate discharge of the Administrators from office and
the amount of any payment which the Administrators may make under paragraph
66 of Schedule B1 of the Insolvency Act;

21.3.6

the Supervisors' Costs; and

21.3.7

whether the amount of any possible Distribution would exceed 5 per cent of the
relevant Allowed Claim.

21.4

If the Expense Application results in an order which has the effect of barring certain
Administration Expenses from being paid in priority to the payment of any CVA Claim (plus
interest thereon), then reference in these Terms to "Post-Insolvency Costs" or
"Administration Expenses" shall be deemed to exclude those Administration Expenses
which are barred pursuant to the terms of the order granted by the English Court.

21.5

Subject to Clauses 21.2 and 22 (Waterfall), the Administrators shall make cash available to
the Supervisors for the purpose of Distribution to CVA Creditors as promptly as reasonably
possible.

21.6

On or before each Distribution Date the Administrators shall transfer cash to such account
of the Company as the Supervisors shall nominate and the Supervisors shall apply such
cash in accordance with Clause 9 (Asset Split) and Clause 22 (Waterfall). When
transferring an amount to the Supervisors pursuant to this Clause 21.6, the Administrators
shall notify the Supervisors of the amount being transferred which represents (following
any deductions in accordance with Clause 22.1.1 below):
21.6.1

SPSA Proceeds;

21.6.2

Foreign Receivable Proceeds;

21.6.3

LRE Payment Proceeds; and

21.6.4

Other Proceeds.

21.7

Prior to its Distribution to CVA Creditors, the Supervisors shall hold such cash as agent
and for the benefit of the Company, for the purpose of making the payments which the
Supervisors are required to make in accordance with Clause 22 (Waterfall).

21.8

The Administrators and Supervisors shall maintain such accounts as they deem necessary
with any bank or financial institution for the purposes of holding any Assets or making any
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payments under the CVA. Neither the Administrators nor the Supervisors shall be liable for
any loss suffered as a result of holding any amount in such accounts.
22.

WATERFALL

22.1

Assets of the Company will be applied by the Administrators, subject to the Terms, in the
following manner:
22.1.1

first, in payment of or reservation in full for all Post-Insolvency Costs (including
but not limited to the reservation in full for all Supervisors' Costs notified to the
Administrators and the reservation in full or payment of any amount payable by
the Administrators under paragraph 66 of Schedule B1 to the Insolvency Act), the
Administrators may pay such costs or amounts as they see fit (other than the
reserved amount of the Supervisors' Costs which shall be paid to the Supervisors
in accordance with Clause 22.1.4 and applied by the Supervisors in accordance
with Clause 22.2.1) and need not wait for a Distribution Date in order to pay such
cost provided that for the purposes of this CVA the Administrators shall
separately identify the Assets (or the proceeds of Assets) in the following
categories:
(A)

SPSA Proceeds;

(B)

Foreign Receivable Proceeds;

(C)

LRE Payment Proceeds; and

(D)

Other Proceeds,

and the Administrators shall treat the following categories of Post-Insolvency
Costs as being paid from the following Assets:

22.1.2

(E)

SPSA Costs (and any payments which the Administrators elect to make
pursuant to paragraph 66 of Schedule B1 to the Insolvency Act in order to
discharge SPSA Costs in circumstances where such payment would not
rank as a Post-Insolvency Cost but the Administrators consider it is likely
to assist achievement of the purpose of the administration if they make
such payment in order to discharge a liability incurred after the
Administration Date) shall be treated as being paid from SPSA Proceeds;

(F)

all other Post-Insolvency Costs and (subject to Clause 22.1.1(E) above)
all payments under paragraph 66 of Schedule B1 to the Insolvency Act
(other than those referred to at Clause 22.1.1(E) above) shall be treated
as being paid:
(1)

first, from Other Proceeds until exhausted; and thereafter

(2)

from LRE Payment Proceeds held as a Local Asset until
exhausted; and thereafter

(3)

from SPSA Proceeds after payment of SPSA Costs held as a
Local Asset pursuant to Clause 22.2.2 until exhausted; and
thereafter

(4)

from LRE Payment Proceeds held as a Main Asset until
exhausted; and thereafter

(5)

from SPSA Proceeds after payment of SPSA Costs held as a
Main Asset pursuant to Clause 22.2.2 until exhausted; and
thereafter

(6)

from Foreign Receivable Proceeds,

secondly, in payment of or reservation in full for each Preferential Liability: the
Administrators may pay Preferential Liabilities as they see fit and need not wait
for a Distribution Date to make such payment;
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22.2

22.3

22.1.3

thirdly, to pay or reserve as they shall consider appropriate for any Distribution
that would be payable in respect of a Disputed Claim if that CVA Claim were to
become an Allowed Claim only; and

22.1.4

fourthly, to pay the Supervisors the amount determined in accordance with
Clause 21.2 (Distribution of Cash by the Administrators and Supervisors) such
amount to be held by the Supervisors as a Main Asset and as a Local Asset as
provided for in Clause 9 (Asset Split). The Local Assets shall be available for
Distribution in accordance with the Local Asset Waterfall. The Main Assets shall
be available for Distribution in accordance with the Main Asset Waterfall.

22.1.5

If the Administrators are required to make payment to any person in accordance
with paragraphs 70 to 72 of Schedule B1 to the Insolvency Act then irrespective
of the above order, such payment shall be made in accordance with the
Administrators' obligations under those paragraphs.

Following receipt of any cash:
22.2.1

in accordance with Clause 22.1, the Supervisors shall apply such cash in
payment of or reservation in full for the Supervisors' Costs; and

22.2.2

in accordance with Clause 22.1.4, the Supervisors shall hold the balance as a
Main Asset and a Local Asset as provided for in Clause 9 (Asset Split).

Local Asset Waterfall
Subject to Clause 25.5, the Local Assets available for Distribution shall be paid in the
following order of priority (the "Local Asset Waterfall"):

22.4

22.3.1

first, Local Priority Claims in the order of priority as set out in Annex 9 (Local
Priorities) which shall rank equally between themselves until paid in full;

22.3.2

secondly, Local Unsecured Claims which shall rank equally between themselves
until paid in full;

22.3.3

thirdly, Local Proceeding Subordinated Claims which shall rank equally between
themselves until paid in full; and

22.3.4

finally, any balance shall be treated as a Main Asset and shall be applied in
accordance with the Main Asset Waterfall.

Main Asset Waterfall
Subject to Clause 25.5, the Main Assets available for Distribution shall be paid in the
following order of priority (the "Main Asset Waterfall"):
22.4.1

first, Provable Claims (excluding Main Proceeding Subordinated Claims) until
paid in full;

22.4.2

secondly, Main Proceeding Subordinated Claims until paid in full;

22.4.3

thirdly, Commercial Interest on all CVA Claims at Clauses 22.4.1 and 22.4.2
above until paid in full;

22.4.4

fourthly, Non-Provable Claims which shall rank equally between themselves until
paid in full;

22.4.5

fifthly, Commercial Interest on Non-Provable Claims until paid in full;

22.4.6

sixthly, the Barred Claims which shall rank equally between themselves until paid
in full;

22.4.7

seventhly, Commercial Interest on all Barred Claims until paid in full; and

22.4.8

finally, to the Administrators who shall procure that any surplus remaining
(including any surplus otherwise retained by the Administrators and not paid to
the Supervisors) after the costs of discharging the Administration Order and the
costs of (if appropriate) liquidating the Company and any other Post-Insolvency
Costs, shall be returned to the control of the Company for the benefit of its
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members in accordance
constitutional documents.

with their entitlements under the Company's

22.5

A CVA Creditor with an Allowed Claim that receives a Distribution under Clause 22.3
(Local Asset Waterfall) in respect of that CVA Claim shall not share in any Distribution
under Clause 22.4 (Main Asset Waterfall) (and vice versa) until all CVA Creditors with the
same category of Allowed Claim (as determined in accordance with Clause 11.2 save that
for the purpose of this Clause 22.5 a Local Priority Claim, a Local Unsecured Claim and a
Local Proceeding Subordinated Claim which receive a distribution under the Local Asset
Waterfall shall be treated as being in the same category as a Provable Claim in the Main
Asset Waterfall unless the Supervisors determine that the appropriate category is that of a
Subordinated Claim or Non-Provable Claim in the Main Asset Waterfall (and in that regard
the Supervisors may take such advice as they deem appropriate to make that
determination)) have obtained an equivalent Distribution, from which point all such CVA
Creditors shall be paid rateably in accordance with their relative ranking. For the purpose of
making Distributions the Supervisors may estimate the amount which would be payable to
a CVA Creditor from either or both of the Main Asset Waterfall and the Local Asset
Waterfall and may make distributions from both Waterfalls based on such estimates if the
Supervisors deem such appropriate. It will be in the Supervisors' sole discretion as to
whether they distribute from one or both Waterfalls on any Distribution Date. Without
prejudice to the foregoing, where an Allowed Claim has more than one ranking under
Clause 11.2, other than in respect of the payment of Commercial Interest in accordance
with the Main Waterfall that CVA Creditor shall not be paid aggregate Distributions that are
greater than the amount of its Allowed Claim calculated in accordance with Clause 13.3.

23.

SPECIFIC PROVISIONS APPLICABLE TO DISPUTED CLAIMS

23.1

On each Distribution Date, the Administrators shall, from the cash available to them,
deposit in one or more separate accounts in the name of the Company, an aggregate
amount of cash sufficient to pay to the Supervisors to enable them to pay each CVA
Creditor with a Disputed Claim the amount that such CVA Creditor would have been
entitled to receive on that date if his Disputed Claim were then an Allowed Claim, which
shall constitute a "Reserve Fund".

23.2

In determining the amount of any Distributions to be made on a Distribution Date, the
calculations of the Administrators shall be made as if all Disputed Claims were treated as
Allowed Claims in the full amounts claimed by the holders thereof or such lesser amounts
as the English Court may have approved as a reserve for such Disputed Claims.

23.3

If a Disputed Claim, or any portion thereof, becomes an Allowed Claim, the Administrators
shall, as soon as reasonably practicable, distribute from the Reserve Fund to the
Supervisors who shall distribute to the CVA Creditor concerned the amount of cash that
that CVA Creditor would have received if his CVA Claim had been an Allowed Claim as at
each prior Distribution Date having regard to the ranking of payments contained in Clause
22 (Waterfall). In addition a CVA Creditor shall receive an amount equal to the interest on
such amount computed at the average rate earned (if any) on such Reserve Fund (net of
any tax and charges payable thereon) from the appropriate Distribution Date to the date
falling five Business Days before the day on which payment of such Allowed Claim is
scheduled to be made.

23.4

If a Disputed Claim or any portion thereof is determined or agreed not to be a CVA Claim,
the Administrators may from time to time release from the Reserve Fund an amount of
cash equal to the amount of cash that is not required to be distributed pursuant to Clause
23.3 on account of that Disputed Claim and an amount equal to any interest that would
have been paid on that amount which is not required to be paid on that Disputed Claim
pursuant to Clause 23.3. The cash released from the Reserve Fund shall form part of the
Assets.
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24.

UNCLAIMED DISTRIBUTIONS

24.1

If the Supervisors are holding any Unclaimed Distributions following a Distribution Date
they shall set aside and segregate such Unclaimed Distributions in one or more account(s).

24.2

Any Unclaimed Distribution and interest (if any) thereon shall, subject to Clause 24.3
below, be held solely for the purpose of making payment to the CVA Creditor who has
failed to claim such Unclaimed Distribution and shall be released to such CVA Creditor
upon his presentation of proof reasonably acceptable to the Supervisors of its entitlement,
together with any interest (net of tax and charges payable thereon) earned on the relevant
amount.

24.3

Subject to Clause 24.4, any Unclaimed Distribution shall be treated as unclaimed property
at the expiration of one year from the relevant Distribution Date and the holder of such
Unclaimed Distribution shall, from that time, be treated as having waived and released his
rights thereto. The funds resulting from such waived and released Unclaimed Distributions
(including any interest earned on such amount (net of any tax or charges payable thereon))
shall be transferred from the account of the Supervisors to an account nominated by the
Administrators and such amount shall be dealt with in accordance with Clauses 9 (Asset
Split) and 22 (Waterfall).

24.4

If the Administrators and Supervisors determine that they are able to make a final
Distribution to CVA Creditors then they shall give at least 30 days' notice to CVA Creditors
by posting a notice on the CVA Website of the proposed date for the final Distribution. No
later than 5 Business Days prior to the final Distribution Date, all Unclaimed Distributions
including interest earned thereon (net of any tax or charges payable thereon) shall be
transferred from the account of the Supervisors to an account nominated by the
Administrators and such amount shall be dealt with in accordance with Clauses 9 (Asset
Split) and 22 (Waterfall) save that the Supervisors shall not pay a final Distribution to the
CVA Creditor who was a recipient of such Unclaimed Distribution and the holder of such
Unclaimed Distribution shall be treated as having waived and released the rights thereto
and having waived and released its right to receive a final Distribution.

25.

MISCELLANEOUS PROVISIONS APPLICABLE TO EACH DISTRIBUTION

25.1

If, after payment of a Distribution, the amount of an Allowed Claim is increased or a CVA
Claim (including but not limited to a Catch-up Claim) becomes an Allowed Claim, the CVA
Creditor shall not be entitled to disturb the making of that or any earlier Distribution but
shall, before any further Distribution is made in a claim of equal ranking in accordance with
Clause 22 (Waterfall) to other CVA Creditors, be entitled to be paid, out of any money for
the time being available for the payment of any further Distribution, any sum or sums which
that CVA Creditor would have received if such increased Allowed Claim or such new
Allowed Claim had been admitted in full for the purposes of such first-mentioned
Distribution or any earlier Distribution in each case of equal ranking in accordance with
Clause 22 (Waterfall).

25.2

If, after a CVA Creditor has received Distributions in respect of an Allowed Claim, its
Allowed Claim is withdrawn or expunged, or its amount is reduced, the CVA Creditor shall
repay the Company any amount overpaid by way of Distribution (with payment to be made
to an account nominated by the Administrators. Without prejudice to any of their other
rights to recover such overpayment the Company and the Supervisors shall be entitled to
deduct any overpayment made to a CVA Creditor from any further sum or sums due from
time to time to such CVA Creditor by way of Distribution. Where a CVA Creditor is required
to repay (rather than by way of a deduction in future Distributions) any amount pursuant to
this Clause 25.2, the amount of that Distribution shall be repayable in any currency based
on the exchange rate applicable when the relevant Distribution or Distributions were paid.

25.3

All sums payable pursuant to the CVA may be paid:
25.3.1

by cheque in favour of the relevant CVA Creditor or as it may direct and may be
sent by post to the relevant CVA Creditor’s last known address; or
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25.3.2

by electronic transfer to such bank account as the CVA Creditor may from time to
time notify to the Company or the Supervisors.

25.4

The posting of a cheque or the transfer of the amount of an electronic transfer to the
relevant account shall be a good discharge of the Supervisors and the Company. None of
the Administrators, Supervisors or the Company shall be liable to the CVA Creditor
concerned for any failure of a CVA Creditor to receive any sum paid in accordance with
Clause 25.3 above.

25.5

Any costs, fees, charges or expenses whatsoever applied by a bank or financial institution
in connection with the payment or transmission of a Distribution to the relevant CVA
Creditor shall be for the account of that CVA Creditor and the Supervisors shall not be
required to gross up any Distribution to take account of such costs.

25.6

In making any payment, the Supervisors may first deduct (i) any UK tax payable on, or in
respect of, amounts comprising such payment; and (ii) any withholding tax or other
deduction (including but not limited to bank charges in respect of negative interest rates)
required to be applied, withheld or deducted pursuant to any applicable law or legal
obligation at the date of payment.

25.7

If any CVA Creditor does not receive payment in respect of an Allowed Claim following a
Distribution Date as a result of any administrative or technical error or delay in the banking
system, no interest shall be payable to that CVA Creditor on its Distribution.

25.8

Distributions in respect of any Allowed Claim shall be treated as having been applied to the
principal until the principal element of any such Allowed Claim has been discharged in full
and thereafter shall be treated as having been applied to any interest.
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DUTIES, POWERS AND CREDITORS' COMMITTEE

26.

DUTIES AND POWERS OF THE ADMINISTRATORS

26.1

Notwithstanding the implementation of the CVA and save to the extent that such powers or
functions would conflict with the powers and functions of the Supervisors, the
Administrators shall continue to exercise and perform all the powers and duties in relation
to the Company conferred on them under all applicable legislation for so long as the
Administrators shall continue in office as administrators. In particular and without limitation,
they shall have the power to bring or defend proceedings and to do any act or make any
payment out of the Assets which is, in their opinion, consistent with the purposes of the
administration of the Company, or the purposes of the CVA.

26.2

The Administrators shall not incur any personal liability (in the absence of fraud or wilful
default) in connection with the preparation, adoption or implementation of the CVA or in
connection with any ancillary arrangement including the conversion of any Assets into
Sterling for the purposes of distribution under the CVA.

26.3

In exercising their powers under the CVA, the Administrators shall act as agents of the
Company. Without prejudice to the generality of the foregoing and to any statutory
indemnity or indemnity arising by operation of law to which they may be entitled, the
Administrators shall be entitled to an indemnity on demand out of the assets of the
Company against:
26.3.1

(in the absence of fraud or wilful default) all actions, claims, proceedings and
demands brought or made against them or any of them in respect of the conduct
of the administration or the CVA and in respect of all remuneration, expenses and
liabilities and Post-Insolvency Costs incurred by them or in respect of payment
obligations incurred pursuant to paragraph 66 of Schedule B1 to the Insolvency
Act; and

26.3.2

any liability incurred by them in any proceedings whether civil or criminal, to
which they become a party in connection with the administration or the CVA.

26.4

For the avoidance of doubt, the Administrators may apply to the English Court for the
purpose of obtaining directions under the Insolvency Act, without reference to the
Supervisors or the Creditors.

26.5

The Administrators will not seek any costs, remuneration or expenses in addition to their
costs, remuneration and expenses as officeholders in relation to the work done by them in
their capacity as nominees (as defined in section 1(2) of the Insolvency Act) in relation to
the CVA. This Clause 26.5 is without prejudice to Clause 29 (Supervisors' Remuneration
and Expenses). The costs incurred in connection with the preparation of the CVA shall be
paid by the Company in accordance with the CVA Cost Sharing Agreement.

26.6

The Administrators shall retain control of the Allocation Dispute and related issues and all
litigation relating to the Assets of the Company or in which the Company is otherwise
involved as at the Record Date.

27.

SUPERVISORS' GENERAL DUTIES AND POWERS

27.1

The office of the Supervisors shall be vacated by that Supervisor if that Supervisor:
27.1.1

dies;

27.1.2

is convicted of an indictable offence (other than a road traffic offence);

27.1.3

resigns their office by 28 days’ notice in writing to the Administrators; or

27.1.4

ceases to be a qualified insolvency practitioner within the meaning of section 390
of the Insolvency Act, and
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27.1.5

Christopher John Wilkinson Hill shall cease to be a Supervisor immediately and
without any notice on the Effective Date.

27.2

The Administrators may, after consultation with the relevant CVA Creditors’ Committee (if
any), forthwith appoint as a new or replacement Supervisor a person who is a qualified
insolvency practitioner.

27.3

Without prejudice to Clause 27.2, additional Supervisors may be appointed with the
consent of all of the existing Supervisors.

27.4

Any act required to be done by the Supervisors may be done by all or any one or more of
the Supervisors.

27.5

The Supervisors shall have, in addition to any powers conferred on them under the
Insolvency Act or the Insolvency Rules or otherwise as a matter of law, such powers as are
necessary or expedient to enable them (assisted where necessary by the Administrators)
to carry out their functions under the Terms.

27.6

The Supervisors’ duties shall be owed solely to the Company. No Supervisor shall assume
any fiduciary or other duty or responsibility to any CVA Creditor as a result of the
implementation or operation of the CVA.

27.7

Save as expressly provided for herein, no Supervisor shall have any duty or responsibility
to manage, oversee or conduct the business, property or affairs of the Company. Such
duty shall remain solely with the Administrators.

27.8

No Supervisor shall (in the absence of fraud or wilful default) incur any personal liability in
connection with the preparation, adoption, agreement or implementation of the CVA or in
connection with any ancillary arrangement.

27.9

The Supervisors may perform their duties through agents and employees and shall be
entitled to rely on any communication, instrument, document or information (whether
provided in writing or orally) considered by him to be genuine and correct and shall be
entitled to rely upon the advice of, or information obtained from, any professional adviser or
other person instructed by him considered by him in good faith to be competent.

27.10

In exercising their powers under the CVA, the Supervisors shall act as agents of the
Company. Without prejudice to the generality of the foregoing, the Supervisors and each of
them shall be entitled to an indemnity on demand out of the Assets against:
27.10.1 (in the absence of fraud or wilful default) all actions, claims, proceedings and
demands brought or made against them or any of them in respect of the conduct
of the CVA and in respect of all remuneration, expenses and liabilities and
obligations incurred by them; and
27.10.2 any liability incurred by them in any proceedings, whether civil or criminal, to
which they become a party in connection with the CVA.

27.11

For the avoidance of doubt, the Supervisors may apply to the English Court for the purpose
of obtaining directions in accordance with the section 7(4)(a) of the Insolvency Act without
reference to CVA Creditors and, if required, the Administrators may also apply for
directions pursuant to paragraph 63 of Schedule B1 to the Insolvency Act should it be
necessary for determining any matter under the CVA.

28.

SUPERVISORS' SPECIFIC DUTIES AND POWERS

28.1

The Supervisors shall have sole responsibility for:
28.1.1

advertising for CVA Claims;

28.1.2

determining whether any CVA Claim is an Allowed Claim;

28.1.3

determining the ranking of each Allowed Claim;

28.1.4

notifying CVA Creditors if their CVA Claims are Disputed Claims or have been
rejected in whole or in part and the reasons for such rejection;
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28.1.5

the conduct of Disputed Claims pursuant to the Dispute Resolution Procedure or
otherwise;

28.1.6

determining whether or not any CVA Claim submitted after the Bar Date should
be an Allowed Claim;

28.1.7

the conduct of Barred Claims;

28.1.8

promptly following their appointment, setting up, in the name of the Company,
one or more non-interest bearing bank accounts in such currencies as they
consider appropriate and the account required pursuant to Clause 24.1
(Unclaimed Distributions) to which they (and any appropriate partners, members
and employees in accordance with their usual practice) will have sole signing
rights. Those accounts will be used for the receipt of cash and the payment of
CVA Creditors in accordance with the CVA; and

28.1.9

making Distributions permitted by the CVA as agent on behalf of the Company to
CVA Creditors.

28.2

The Supervisors shall have the power to do all things ancillary to the matters referred to in
Clause 28.1 above or which are otherwise required to be done by the Supervisors in
accordance with the CVA.

29.

SUPERVISORS' REMUNERATION AND EXPENSES

29.1

The Supervisors shall be paid in respect of their work in preparing, implementing and
operating the CVA and all acts reasonably incidental thereto.

29.2

The basis of the Supervisors’ remuneration will be fixed by reference to the time properly
given by them and their staff in attending to matters arising in connection with the CVA.
Such time costs shall be charged at the Supervisors’ rates from time to time for insolvency
related work.

29.3

The Supervisors’ fees will be invoiced monthly (or for such other periods as the
Supervisors determine appropriate) to the Company. The fees incurred by the Supervisors
shall be approved in accordance with Clause 30.7 (Creditors' Committees).

29.4

Costs and expenses incurred by the Supervisors shall be invoiced monthly (or for such
other periods as the Supervisors determine appropriate) to the Company and shall be paid
in full promptly.

29.5

For the avoidance of doubt, any remuneration of the Supervisors and any costs or
expenses incurred by them shall bear VAT (if any) at the applicable rate in force from time
to time.

30.

CREDITORS' COMMITTEES

30.1

The Existing Creditors’ Committee shall continue in operation and shall retain the rights,
powers, duties, functions, procedures and composition granted to it pursuant to the
Insolvency Act and Insolvency Rules.

30.2

On and with effect from the Implementation Date there shall be constituted by the
Supervisors a CVA Creditors’ Committee, the members of which shall be identical to the
members of the Existing Creditors’ Committee.

30.3

The CVA Creditors’ Committee shall be established for the purpose of assisting the
Supervisors in discharging their functions, and to act in relation to the Supervisors in such
manner as the Supervisors may agree from time to time. The Supervisors shall be entitled
to determine the number of creditors represented on the CVA Creditors’ Committee. The
Supervisors may (in their absolute discretion) allow creditors to participate as observers on
the CVA Creditors’ Committee.

30.4

The CVA Creditors’ Committee established by the Supervisors in accordance with these
provisions shall have all the rights, powers, duties, functions, procedures and composition
of creditors’ committees as set out in Part 17 (Creditors' and Liquidation Committees) of the
2016 Rules. For the purposes of this Clause 30.4, relating to the regulation of CVA
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Creditors’ Committees (and for which there is no mandatory provision), references to the
Insolvency Rules are to the Insolvency Rules in force as apply in the Administration, which
shall apply as though any reference to the "administrator" contained in those rules was a
reference to the Supervisors. A CVA Creditors' Committee and any Existing Creditors'
Committee may attend meetings at the same time.
30.5

Except as specifically provided in this Clause 30 (Creditors' Committees), no CVA
Creditors’ Committee shall have any other express or implied responsibilities, duties or
obligations of any nature in relation to the CVA.

30.6

No member of a CVA Creditors’ Committee or an Existing Creditors’ Committee shall incur
(in the absence of fraud or wilful default) any personal liability whatsoever in connection
with the negotiation, preparation, adoption or implementation of the CVA or in connection
with any ancillary arrangement.

30.7

Each CVA Creditor agrees that:

30.8

30.7.1

in accordance with Clause 29 (Supervisors' Remuneration and Expenses)
invoices in respect of the fees of the Supervisors will be issued to the Company
on a monthly basis (or for such other periods as the Supervisors determine
appropriate);

30.7.2

the Supervisors shall be entitled to be paid 80 per cent. on account of their fees
immediately;

30.7.3

if the Supervisors have established a CVA Creditors’ Committee the balance of
their fees (after the payment referred to in Clause 30.7.2 above) will be paid
following the approval of those fees by the CVA Creditors’ Committee or in the
absence of such approval, following the approval by either the English Court or a
meeting of Creditors whichever the Supervisors deem to be appropriate and most
cost-effective; and

30.7.4

if there is from time to time no CVA Creditors’ Committee to assist the relevant
Supervisors then the balance of their fees (after the payment referred to in
Clause 30.7.2 above) will be paid following the approval of those fees by either
the Existing Creditors' Committee or the English Court or a meeting of Creditors
whichever the Supervisors deem to be the appropriate and most cost efficient
process.

The provisions of Clause 30.7 above are without prejudice to the rights of a CVA Creditor
under Rule 18.34 of the 2016 Rules.
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RELEASES
31.

SETTLEMENT DOCUMENTS
Each Creditor and any other person who would have been a CVA Creditor had they filed a
Claim Form hereby irrevocably and unconditionally approves the:
31.1.1

entry by the Administrators into each of the Settlement Documents;

31.1.2

payments made or to be made by the Administrators under each of the
Settlement Documents; and

31.1.3

the entry by the Administrators into the CVA Cost Sharing Agreement.

32.

CANCELLATION OF LIMITATION DEED POLL

32.1

Each Creditor irrevocably and unconditionally authorises the Administrators to enter into,
execute and deliver as a deed, on the Implementation Date, the Deed Poll Cancellation.

32.2

With effect from the Bar Date, clause 2 (Declaration) of the Limitation Deed Poll shall be
revoked and the Company and its Administrators will be, in addition to relying upon Clause
10.2 (Bar Date), entitled to rely upon any Limitation Defence available to the Company or
its Administrators.

33.

RELEASES

33.1

Each Creditor and any other person who would have been a CVA Creditor had they filed a
Claim Form hereby irrevocably and unconditionally releases and discharges each of the
Administrators, their firm, fellow members, partners, directors and employees, the legal and
other professional advisers to the Administrators, their firms, fellow members, partners and
employees to the fullest extent permissible by applicable law from and waives any Debt or
liability (whether present, future, prospective or contingent) arising (in the absence of fraud
or wilful default) in connection with their acts, omissions or defaults as Administrators, or
advisers and the preparation, negotiation, execution and implementation of the Settlement
Documents and the CVA or any matter ancillary to the Settlement Documents and the CVA
including (without limitation) in relation to:
33.1.1

causing the Company to continue to trade after the Administration Date;

33.1.2

the conduct of the Company's trading after the Administration Date;

33.1.3

causing the Company to enter into any agreements after the Administration Date,
including but not limited to the:

33.1.4
33.2

(A)

Interim Funding and Settlement Agreement;

(B)

Business Sales;

(C)

CVA Cost Sharing Agreement;

(D)

Agreement Settling EMEA Canadian Claims; and

(E)

Agreement Settling US Claims; and

the conduct of any litigation including without limitation the Allocation Dispute and
Claims Litigation.

The Company shall for all purposes be released and discharged from and in respect of any
CVA Claim to the extent that it is not an Allowed Claim or a Disputed Claim (including a
CVA Claim which is disallowed following determination under the Dispute Resolution
Procedure or withdrawn). Barred Claims shall not be released but shall not be paid other
than in accordance with the Terms. Any claim which is rejected by the Administrators
pursuant to Clause 12 (Admission of CVA Claims) shall be released to the extent that it is
not allowed for payment pursuant to the Dispute Resolution Procedure.
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33.3

Each Creditor irrevocably authorises the Administrators to enter into, execute and deliver
as a deed on behalf of each Creditor, a CVA Release Deed Poll to confirm and/or affect the
releases referred to in this Clause 33 (Releases).

33.4

Notwithstanding anything to the contrary in these Terms, the Company's obligations
pursuant to the Settlement Documents are not released pursuant to this CVA.
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MODIFICATIONS

34.

MODIFICATIONS

34.1

The Administrators shall have the power from time to time to make any amendment to the
Terms if the amendment is in the Administrators' opinion of a formal, minor or technical
nature or is made to correct a manifest error. This power shall be exercisable without
reference to the CVA Creditors.

34.2

As a separate power from that contained in Clause 34.1, the Administrators shall have the
power from time to time to modify the Terms provided such modifications would not, in the
opinion of the Administrators, result in a reduction of more than 1 per cent of the
anticipated total distribution (including all prior distributions and anticipating all future
distributions) payable to each CVA Creditor. This power shall be exercisable without
reference to the CVA Creditors.

34.3

In respect of any amendments or modifications made pursuant to Clauses 34.1 or 34.2, the
Administrators shall inform the CVA Creditors of any such modifications by way of notice
on the CVA Website, and such modifications shall be binding on the CVA Creditors and the
Supervisors, and the Terms shall be modified accordingly.

34.4

If a modification is made to the Terms in accordance with this Clause 34 (Modifications),
then the Terms (as modified) shall be restated and a copy of the Terms (as modified) shall
be made available to the CVA Creditors by the Administrators by way of notice on the CVA
Website.

34.5

Any other modification (being a modification not provided for in Clauses 34.1 and 34.2) will
require the consent of the CVA Creditors, such consent to be obtained on the basis of the
majority required for a modification under Rule 15.34(3) of the 2016 Rules (subject to the
requirement of Rule 15.34(4) of the 2016 Rules).

34.6

For the purposes of Clause 34.5, the Administrators may seek a decision from the CVA
Creditors by any Decision Procedure the Administrators think fit.

34.7

At least 21 days' notice of any Decision Procedure shall be given to each CVA Creditor and
a copy of the notice shall be posted on the CVA Website. In all cases, such notice shall
include:

34.8

34.7.1

details of the decision to be made or of any resolution on which a decision is
sought;

34.7.2

a description of the Decision Procedure; and

34.7.3

a statement of the decision date being, in the case of meeting, the date of the
meeting, and in the case of a Decision Procedure other than a meeting or the
deemed consent procedure, the date the decision is to be made or deemed to
have been made.

Where a Decision Procedure uses:
34.8.1

electronic voting, the notice delivered to CVA Creditors shall set out any
necessary information as to how to access the voting system including any
password required;

34.8.2

a virtual meeting, the notice delivered to CVA Creditors shall contain any
necessary information as to how to access the virtual meeting including any
telephone number, access code or password required;

34.8.3

a physical meeting, the notice delivered to CVA Creditors shall specify the date,
time and place of the meeting and include a statement explaining the
Administrators' discretion to permit remote attendance and a statement to the
effect that the CVA Creditors may appoint proxies in a manner set out in the
notice; and
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34.8.4

deemed consent the notice delivered to CVA Creditors shall include:
(A)

a statement that in order to object to the proposed decision a CVA
Creditor must have delivered a notice stating that the CVA Creditor so
objects to the Administrators not later than the decision date; and

(B)

a statement that if 10 per cent or more CVA Creditors object to the
proposed decision then the deemed consent procedure will terminate
without a decision being made and if a decision is sought again on the
same matter it will be sought by a decision procedure.

34.9

The CVA Creditors may request a physical meeting in writing to the Administrators after the
notice of the Decision Procedure or deemed consent procedure has been delivered, but
not later than five Business Days after the date on which the Administrators delivered the
notice of the decision procedure or deemed consent procedure. Within three Business
Days of more than 10 per cent of CVA Creditors requesting a physical meeting the
Administrators must summon a physical meeting by giving 14 days' notice and such notice
shall inform CVA Creditors that as a result of the requirement to hold a physical meeting
the original decision procedure or the deemed consent procedure is superseded.

34.10

The provisions of Rule 15 (Decision Making) and Rule 16 (Proxies and Corporate
Representation) of the 2016 Rules shall apply as regards the voting in a decision
procedure, quorum at meetings and the use of proxies as though a reference to a "creditor"
is a reference to a CVA Creditor.

34.11

Without prejudice to Clauses 34.1 to 34.10 (inclusive), at any time following the decision
referred to in section 4 of the Insolvency Act approving the CVA, the Administrators may,
with leave of the English Court, make any modification which they consider to be in the
best interests of the Company.

34.12

The provisions of Clauses 34.1, 34.2 and 34.5 above shall not apply to permit the quantum
of an Allowed Claim to be reduced without the consent of the relevant Creditor.
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TERMINATION

35.

TERMINATION

35.1

If:
35.1.1

the Implementation Date does not occur;

35.1.2

any Assets remaining after the payment of all Allowed Claims in full (including
any interest thereon in accordance with Clause 22.4 (Main Asset Waterfall)) have
been returned to the control of the Administrators and/or the Company;

35.1.3

the Supervisors have distributed all Assets in accordance with the Terms and the
Administrators have notified the Supervisors in writing that there are no further
Assets that are or will be available to be transferred to the Supervisors for
distribution under the CVA; or

35.1.4

the Administrator and Supervisors, acting reasonably, and after consultation with
the CVA Creditors' Committee (if any) determine that it is no longer possible to
complete the CVA,

then the Supervisors shall serve a Notice of Termination on the Creditors, and the CVA
shall terminate on the date of such Notice of Termination, subject to Clauses 29
(Supervisors' Remuneration and Expenses), 33 (Releases) and 40 (Governing Law and
Jurisdiction) which shall survive any termination.
35.2

Unless previously terminated under Clause 35.1 above, the CVA shall continue if the
Company goes into liquidation as if references to the Administrators were references to the
liquidator or liquidators. However, for the avoidance of doubt, unless the Administrators
determine otherwise, the Company will not be placed into liquidation until all of the Assets
available for distribution have been distributed to the CVA Creditors in accordance with the
Terms (save for those to which Clause 35.3 below applies). Thereafter an application will
be made to discharge the administration order of the Company and, unless the
Administrators determine otherwise, the Company will be liquidated and/or dissolved or
otherwise removed from the relevant register of companies as appropriate under local law.

35.3

If the Supervisors determine that it would be uneconomical to distribute assets under their
control based on the balance of assets available for distribution then such assets (after
reserving for any costs necessary to dissolve the Company or otherwise liquidate it) will be
donated to Aspire (registered charity number 1075317).

35.4

If the CVA is revoked or suspended pursuant to an order of the English Court under section
6(4) of the Insolvency Act, no Distribution paid to the CVA Creditors prior to the revocation
or suspension of the CVA shall be capable of being disturbed.

35.5

If the CVA does not terminate beforehand in accordance with Clause 35.1, the
Administrators shall seek the discharge of the Administration Order as promptly as
practicable following the date of any final Distribution.
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NOTICES

36.

NOTICES

36.1

Notices to the Supervisors and Administrators
36.1.1

In the case of a Claim Form only, a Claim Form may be completed and submitted
on the CVA Website in which case the Claim Form shall be treated as submitted
at 9.00 a.m. on the next Business Day after it was submitted on the CVA
Website.

36.1.2

Subject to Clause 36.1.1, a Claim Form or any other notice to be given to the
Supervisors or the Administrators:
(A)

must be given in writing;

(B)

must be sent either:
(1)

by email to cva@emeanortel.com, in which case the Claim Form
or other notice shall be treated as delivered at 9.00 a.m. on the
next Business Day after it was sent; or

(2)

by post to the CVA Postal Address, in which case the Claim Form
or other notice shall be treated as delivered upon actual receipt,
provided that if such receipt occurs on a Saturday, Sunday or
public holiday or after 5.30 p.m. on any Business Day such Claim
Form or other such notice shall be deemed to have been
received at 9.00 a.m. on the next Business Day;

(C)

if to the Supervisors, must be addressed to the Supervisors at the CVA
Postal Address and marked for the attention of "Nortel Networks S.p.A (in
administration)"; and

(D)

if to the Administrators, must be addressed to the Administrators at the
CVA Postal Address and marked for the attention of "Nortel Networks
S.p.A (in administration)".

36.1.3

A Claim Form or other notice shall be expressed in the English language unless
such Claim Form or other notice is given by a CVA Creditor who has his habitual
residence, domicile or registered office in a Member State of the European Union
other than the UK, in which case it may be given in the official language or one of
the official languages of that other member state. The Supervisors shall be
deemed to have rejected a Claim Form or other notice which is expressed in any
other language unless, in any particular case, they give written notice of their
acceptance thereof to the sender.

36.1.4

A Claim Form or other notice which is signed by a person authorised by an
individual CVA Creditor on his behalf may be rejected by the Supervisors if it is
not accompanied by a power of attorney duly executed by the CVA Creditor in
favour of such person whereby such person is authorised to execute the notice
concerned, or by a copy of such power of attorney certified as a true copy thereof
by a solicitor or notary or a person authorised to administer oaths in any relevant
jurisdiction, together with a statutory declaration made by the donor of the power
stating that such power had not been revoked prior to his signature of such
notice. In the case of a Claim Form or other notice which is signed on behalf of a
CVA Creditor which is a corporation or other legally constituted person or a
partnership, the Supervisors shall not be required to make enquiry as to the
authority of the signatory to sign such notice on behalf of such CVA Creditor.
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36.2

Notices by the Administrators or Supervisors
36.2.1

Any notice given under the CVA by the Administrators or Supervisors to any
person must be given in writing and shall be sufficiently served by the
Supervisors or the Administrators:
(A)

making the notice available on the CVA Website without notice to the
recipient, in which case the notice shall be treated as delivered at 9.00
a.m. on the next Business Day after it was made available on the CVA
Website;

(B)

where that person has provided an email address on the Claim Form or
otherwise, sending the notice by email to such person, in which case the
notice shall be treated as delivered at 9.00 a.m. on the next Business
Day after it was sent; or

(C)

where that person has failed to provide an email address on the Claim
Form or otherwise, sending the notice by post to such person, in which
case the notice shall be treated as delivered upon the seventh business
day after the day on which it is posted, provided that if such receipt
occurs on a Saturday, Sunday or public holiday or after 5.30 p.m. on any
Business Day such notice shall be deemed to have been received at 9.00
a.m. on the next Business Day.

36.2.2

Any person may at any time request a hard copy by post of any document
currently available on the CVA Website or any future document which may be
made available there by contacting the Supervisors by post at the CVA Postal
Address, or by email to cva@emeanortel.com or by telephone on +44 (0) 20
7951 6160.

36.2.3

Any notice given by the Supervisors shall be in English or such other language as
the Supervisors may determine.
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MISCELLANEOUS & GOVERNING LAW

37.

ASSIGNMENT

37.1

Without prejudice to Clause 18 (Set-off), the rights of the CVA Creditors to receive a
Distribution under the CVA shall be assignable. However, the Company shall not be bound
by any assignment of a CVA Claim or an Allowed Claim unless and until notice is given in
writing to the Supervisors.

37.2

If a CVA Creditor with an Allowed Claim gives notice in writing to the Supervisors that it
wishes its Distribution to be paid to another person, or that it has assigned its entitlement to
another person, the Supervisors shall pay the Distribution to that other person. Payment to
such other person shall constitute a good discharge of the Supervisors. Any such notice
must specify the name and address and payment details of the person to whom payment is
to be made.

38.

PARTIAL INVALIDITY
If, at any time, any part (including any Clause or part of any Clause) of this CVA or its
Terms shall be void or unenforceable by reason of any applicable law, it shall be deleted
and the remaining parts of this CVA and its Terms shall continue in full force and effect and
if necessary the Administrators and/or the Supervisors shall propose amendments or
modifications to the CVA and its Terms which they deem necessary to give effect to the
spirit of this CVA and its Terms.

39.

LANGUAGE
All documents, correspondence and communications between the Supervisors and
Creditors in relation to the CVA shall be in English, save for the Administrators' Letter
which shall be in both English and Italian. In the event of any conflict or inconsistency
between the English and Italian version of the Administrators' Letter, the English version
shall prevail.

40.

GOVERNING LAW AND JURISDICTION

40.1

The CVA shall be governed by and construed in accordance with English law.

40.2

The English Court shall have exclusive jurisdiction to settle any disputes arising out of or in
connection with the CVA.

41.

EC REGULATION
The EC Regulation applies and these proceedings are main proceedings opened in
accordance with Article 3(1) of the EC Regulation.

Alan Robert Bloom

Stephen John Harris

Administrator

Administrator

For and on behalf of Nortel Networks S.p.A (in
administration)

For and on behalf of Nortel Networks S.p.A (in
administration)
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ANNEX 1
DEFINITIONS AND INTERPRETATION

PART A
DEFINITIONS
Except where the contrary intention appears, the following terms have the following meanings
when used in this Proposal (including the Annexes):
"1986 Rules" means Insolvency Rules 1986 of England and Wales (statutory instrument number
1986 of 1925) (as amended from time to time);
"2004 Act" means the Pensions Act 2004;
"2016 Rules" means the Insolvency (England and Wales) Rules 2016 of England and Wales
(statutory instrument number 1024 of 2016) (as amended from time to time);
"Administrators" means the administrators of the Company as set out in Annex 3 (Corporate
Information);
"Administrators' Costs" means all fees, remuneration and rights of indemnity of the
Administrators or their financial or professional advisers;
"Administrators' Letter" means the letter from the Administrators to each creditor dated on or
around the Record Date;
"Administration Date" means 14 January 2009;
"Administration Expense" means any claim that ranks as an expense of the administration in the
manner provided for under English law, including but not limited to:
(i)

paragraph 99 of Schedule B1 to the Insolvency Act; and

(ii)

Rule 3.51(2) of the 2016 Rules,

but in all cases excluding Administrators' Costs and Supervisors' Costs;
"Administration Order" means the order of Mr Justice Blackburne appointing the Administrators
as administrators of the Company dated as at the Administration Date;
"Agreement Settling EMEA Canadian Claims" means the settlement agreement dated on or
around 9 July 2014 and made between, amongst others, the Canadian Parties (as defined therein),
the EMEA Parties (as defined therein and including the Company) and NNSA;
"Agreement Settling US Claims" means the agreement settling US claims litigation dated on or
around 17 December 2013 and made between, amongst others, the US Interests (as defined
therein), the EMEA Parties (as defined therein and including the Company);
"Allocation Dispute" means the litigation before the Canadian and US courts in which the
allocation of the sale proceeds, generated by the sale of the various Nortel Group business lines
and intellectual property between 2009 and 2011, is at issue;
"Allocation Judgments" shall have the meaning ascribed to it in paragraph 4.1 of Annex 21
(Background to the Nortel Group insolvency proceedings) of the Proposal;
"Allocation Settlement" shall have the meaning ascribed to it in paragraph 8.1.1 of the Annex 21
(Background to the Nortel Group insolvency proceedings) to the Proposal;
"Allocation Trial" shall have the meaning ascribed to it in paragraph 3.2 of Annex 21 (Background
to the Nortel Group insolvency proceedings) of the Proposal;
"Allowed Claim" means a CVA Claim which is admitted in accordance with Clause 12 (Admission
of CVA Claims), Clause 14 (Barred Claims) or determined in accordance with the Dispute
Resolution Procedure;
"Assets" means all of the assets of the Company in any part of the world, whether tangible or
intangible (including cash) and whether present or future;
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"Bank Account" means the following accounts in the name of the Company:
(a)

The Royal Bank of Scotland plc, 15-10-00, 29430724;

(b)

The Royal Bank of Scotland plc, 16-63-00, 00515772;

(c)

The Royal Bank of Scotland plc, 16-10-70, 10111500;

(d)

Citibank NA Milan, 119048028, IBAN IT77Q0356601600000119048028;

(e)

Citibank NA London, 10063843, IBAN GB66CITI18500810063843; and

(f)

Intesa Sanpaolo SPA, 481411-38, IBAN IT51T0306909400000048141138;

"Bar Date" means the date, falling 4 months after the Effective Date or, if that date is not a
Business Day, the next succeeding day which is a Business Day;
"Barred Claim" shall have the meaning ascribed to it in Clause 10.2 (Bar Date);
"Business Day" means any day on which banks are open for transactions of normal banking
business in the City of London and Rome other than a Saturday, Sunday or public holiday;
"Business Sales" means the sales of various Nortel Group business lines between 2009 and
2011 and the Residual IP Sale, the proceeds of which became the subject of the Allocation
Dispute;
"Canadian Appeal" shall have the meaning ascribed to it in paragraph 6.3 of Annex 21
(Background to the Nortel Group insolvency proceedings) of the Proposal;
"Canadian Court" shall have the meaning ascribed to it in paragraph 3.3 of Annex 21
(Background to the Nortel Group insolvency proceedings) of the Proposal;
"Canadian Debtors" shall have the meaning ascribed to it in paragraph 1.1 of Annex 21
(Background to the Nortel Group insolvency proceedings) of the Proposal;
"Catch-up Claim" means any CVA Claim of a CVA Creditor who either:
(i)

would qualify as a person entitled to make an application pursuant to section 6(3)(b) of the
Insolvency Act and within 28 days of receiving actual notice of the CVA, it lodged its Claim
Form with the Supervisors; or

(ii)

demonstrates to the satisfaction of the Supervisors that they had previously submitted an
Informal Proof to the Administrators prior to the Record Date;

"Chairman" means the chairman of the Meetings acting in accordance with Rule 1.14 of the 1986
Rules;
"Challenge Application" means an application to the English Court under sections 4A(3) or 6(1)
of the Insolvency Act or appeal to the English Court under Rules 1.17A(3) or 1.19(7) of the 1986
Rules;
"Challenge Period" means the end of the period of 28 days beginning with the first day on which
the condition at Clause 4.1.1 has been satisfied;
"Claim Form" means any claim in writing substantially in the form set out at Annex 16 (Claim
Form);
"Claim" means any claim against the Company in respect of a Debt;
"Claims Litigation" means the litigation which resulted in the execution of the Agreement Settling
EMEA Canadian Claims and the Agreement Settling US Claims;
"CN" shall have the meaning ascribed to it in paragraph 7.1 of Annex 21 (Background to the Nortel
Group insolvency proceedings) of the Proposal;
"Commercial Interest" means interest on a CVA Claim at the rate of 4.62 per cent per annum
since the Administration Date;
"Commercial Interest Rate Term" shall have the meaning ascribed to it in paragraph 10.1.1 of
Annex 21 (Background to the Nortel Group insolvency proceedings) of the Proposal;
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"Company" means Nortel Networks S.p.A (in administration) registered in Italy with registered
number REA no. 1307425 and whose registered address is Via Senigallia n. 18/2, Milan North
Park, 20161 Milan, Italy;
"Contesting CVA Creditor" has the meaning ascribed to it at Clause 15.2.2(A) (Disputed Claims);
"Contributory" means a person who is a contributory in respect of the Company for the purposes
of section 79 of the Insolvency Act;
"Creditor" means any CVA Creditor or Expense Creditor;
"Creditors' Meeting" means a meeting of the Creditors summoned in accordance with section
3(2) of the Insolvency Act to consider the Proposal;
"Creditor's Proxy Form" means any proxy in writing substantially in the form set out at Part B
(Creditor's Proxy Form) of Annex 10 (Voting Form);
"Currency Conversion Claims" means a claim for the difference between the Sterling value of an
Allowed Claim and, as at the Relevant Distribution Date, the amount of the Allowed Claim in its
original currency at the official exchange rate;
"CVA" shall have the meaning ascribed to it in Clause 2 (Application);
"CVA Claim" means any claim against the Company in respect of a Debt other than a claim in
respect of a Post-Insolvency Cost;
"CVA Cost Sharing Agreement" means the cost sharing agreement dated on or around 31 March
2017 and made between the EMEA Debtors (as defined therein, including the Company) and the
Administrators, a copy of which can be found on the CVA Website;
"CVA Creditor" means any person to whom the Company owes a CVA Claim, including that
person's successors in title, assigns and transferees;
"CVA Creditors' Committee" means a committee of CVA Creditors acting as a committee of
creditors in relation to the implementation of the CVA, whether or not it is an Existing Creditors'
Committee acting in such additional capacity;
"CVA Entities" means the Company, NNSA, Nortel GmbH (in administration), Nortel Networks
(Ireland) Limited (in administration), NNF, Nortel Networks AB (in administration), Nortel Networks
N.V. (in administration), Nortel Networks B.V. (in administration), Nortel Networks Polska Sp. z o.o
(in administration), Nortel Networks Hispania S.A. (in administration), Nortel Networks (Austria)
GmbH (in administration), Nortel Networks s.r.o (in administration), Nortel Networks Engineering
Service Kft. (in administration), Nortel Networks Portugal S.A. (in administration), Nortel Networks
Slovensko s.r.o. (in administration) and NNIFH;
"CVA Failure Event" shall have the meaning ascribed to it in paragraph 10.1.2 of Annex 21
(Background to the Nortel Group insolvency proceedings) of the Proposal;
"CVA Postal Address" means Nortel Networks, PO Box 4725, Maidenhead, SL60 1HN United
Kingdom;
"CVA Release Deed Poll" means the Deed Poll between (1) the CVA Creditors, (2) the
Administrator and (3) the Company substantially in the form contained at Annex 18 (CVA Release
Deed Poll);
"CVA Website" means https://cva.emeanortel.com;
"Debt" means any "Debt" or "Liability" as defined or provided for in Rule 14.1 of the 2016 Rules,
regardless of whether that "Debt" or "Liability" is a "provable debt" for the purposes of Rule 14.2 of
the 2016 Rules, and as though references to "company" in that rule are references to the Company
and, where the context requires, as though references to the "Act" or "Rules" is a reference to this
CVA;
"Decision Procedure" means any prescribed decision procedure under Rule 15.3 of the 2016
Rules;
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"Deed of Release" means the Deed of Release dated on or around 12 October 2016 and made
between, amongst others, the EMEA Debtors (as defined therein and including the Company), the
Administrators and NNSA;
"Deed Poll Cancellation" means the Confirmation of Cancellation of Limitation Deed Poll in a
form substantially similar to that contained in Annex 19 (Deed Poll Termination) to be executed on
or about the Implementation Date in accordance with Clause 32 (Cancellation of Limitation Deed
Poll);
"Dispute Resolution Procedure" means the procedure set out in Clause 15 (Disputed Claims)
and Annex 5 (Dispute Resolution Procedure) for the resolution of a dispute as to the existence or
quantum of a CVA Claim;
"Disputed Claim" means any CVA Claim in respect of which a notice has been issued under
Clause 15.1;
"Distribution" means any payment by the Supervisors to a CVA Creditor in respect of its Allowed
Claims;
"Distribution Date" means any date on which a Distribution is made;
"District Court" shall have the meaning ascribed to it in paragraph 6.1 of Annex 21 (Background
to the Nortel Group insolvency proceedings) of the Proposal;
"EC Regulation" means Council Regulation (EC) No. 1346/2000 of 29 May 2000 on Insolvency
Proceedings;
"Effective Date" means the date on which the Report is made to the English Court pursuant to
section 4(6) of the Insolvency Act;
"EMEA Canadian Claims" shall have the meaning ascribed to it in paragraph 2.1 of Annex 21
(Background to the Nortel Group insolvency proceedings) of the Proposal;
"EMEA Debtors" shall have the meaning ascribed to it in paragraph 1.1 of Annex 21 (Background
to the Nortel Group insolvency proceedings) of the Proposal;
"English Court" means the High Court of Justice in England and Wales;
"Estimated Outcome Statement" means the estimated outcome statement set out at Annex 6
(Estimated Outcome Statement);
"Existing Creditors' Committee" means the creditors' committee of the Company established in
accordance with paragraph 57 of Schedule B1 to the Insolvency Act;
"Expense Application" means the application to the English Court seeking, inter alia, an order
requiring that an Expense Creditor must make a demand in writing for the payment of its claim for
an Administration Expense on or before a bar date, a copy of which is set out at Annex 12
(Expense Application and draft order) and full details of which including the exhibits thereto can be
found on the CVA Website;
"Expense Creditor" means any person who may assert that it has a claim which ranks as an
Administration Expense;
"Foreign Receivable Proceeds" means any amount received by the Company in respect of any
payment which is outstanding (other than in respect of a payment relating to any amounts standing
to the credit of a Bank Account) on both the Administration Date and the Record Date from an
entity (i) whose country of incorporation is not the Company's country of incorporation; or (ii) where
a claim in respect of the recovery of that payment would be required to be brought in a Court other
than a Court in the Company's country of incorporation;
"FSD" shall have the meaning ascribed to it in Paragraph 5.2 of the Proposal;
"Group" means Nortel Networks Corporation and its Subsidiaries from time to time;
"Implementation Date" means the date on which the each of the conditions precedent set out at
Clause 4.1 is satisfied or waived;
"Implementation Letter" means the letter sent to a CVA Creditor in accordance with Clause 4.4.3;
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"Informal Proof" means an informal proof of claim submitted in the informal proof process carried
out by the Administrators in 2010 following the order of Mr Registrar Nicholls dated 14 May 2010;
"Initial Supervisors" means Alan Robert Bloom, Stephen John Harris, Alan Michael Hudson,
Christopher John Wilkinson Hill and Joanne Hewitt-Schembri of Ernst & Young LLP, 1 More
London Place, London SE1 2AF;
"Insolvency Act" means the Insolvency Act 1986 of England and Wales (as amended from time to
time);
"Insolvency Rules" means as applicable from time to time the 1986 Rules and the 2016 Rules;
"Interim Funding and Settlement Agreement" means the Interim Funding and Settlement
Agreement dated on or around 9 June 2009 and made between, amongst others, the Canadian
Debtors (as defined therein), the US Debtors (as defined therein) and the EMEA Debtors (as
defined therein and including the Company);
"Intra-EMEA Settlement" shall have the meaning ascribed to it in paragraph 8.1.3 of Annex 21
(Background to the Nortel Group insolvency proceedings) of the Proposal;
"Intra-Group CVA Claims" has the meaning ascribed to it at Paragraph 29.1;
"IP" shall have the meaning ascribed to it in paragraph 5.2 of Annex 21 (Background to the Nortel
Group insolvency proceedings) of the Proposal;
"Limitation Deed Poll" means the Deed Poll executed on 9 January 2015 by, inter alia, the
Company, a copy of which can be found on the CVA Website;
"Limitation Defence" shall have the meaning ascribed to it in the Limitation Deed Poll;
"Liquidator" means any liquidator appointed pursuant to Article 3(1) or 3(2) of the EC Regulation
in respect of the Company;
"Local Asset" shall have the meaning ascribed to it in Clause 9.1.3 (Asset Split);
"Local Asset Waterfall" shall have the meaning ascribed to it in Clause 22.3 (Local Asset
Waterfall);
"Local Priority Claim" means, subject to Clause 11.1, a CVA Claim in respect of a Debt which
would have been payable in priority to an ordinary unsecured debt in Secondary Proceedings of
the Company (had such Secondary Proceedings been opened on 14 January 2009) provided that
such claim does not rank as an Administration Expense;
"Local Proceeding Subordinated Claim" means subject to Clause 11.1, a CVA Claim in respect
of a Debt which (a) is subordinated in writing in accordance with the terms of the agreements
relevant to that Debt or (b) is subordinated as a matter of Italian law applicable on the Record Date;
"Local Unsecured Claim" means a Provable Claim that is not a Local Priority Claim or a Local
Proceeding Subordinated Claim;
"Lockbox" shall have the meaning ascribed to it in paragraph 1.8 of Annex 21 (Background to the
Nortel Group insolvency proceedings) of the Proposal;
"LREs" shall have the meaning ascribed to it in paragraph 11.2.3 of Annex 21 (Background to the
Nortel Group insolvency proceedings) of the Proposal;
"LRE Payment Proceeds" means all amounts received by the Company from NNUK in
accordance with clause 8 (LRE Payment) of the UKPI Settlement Deed;
"Main Asset" shall have the meaning ascribed to it in Clause 9.1.3 (Asset Split);
"Main Asset Waterfall" shall have the meaning ascribed to it in Clause 22.4 (Main Asset
Waterfall);
"Main Proceeding Subordinated Claim" means subject to Clause 11.1, a CVA Claim in respect
of a Debt which (a) is subordinated in writing in accordance with the terms of the agreements
relevant to that Debt or (b) is subordinated as a matter of English law applicable on the Record
Date;
"Meetings" means the Creditors' Meeting and the Members' Meeting;

72

"Member" means the members whose names are entered in the register of members as the
holders of shares in the Company;
"Members' Meeting" means a meeting of the Members of the Company summoned in accordance
with section 3(2) of the Insolvency Act to consider the Proposal;
"Member's Proxy Form" means any proxy in writing substantially in the form set out at Annex 11
(Member's Proxy Form);
"NNIFH" means Nortel Networks International Finance & Holding B.V. (in administration);
"NNF" means Nortel Networks France SAS (in administration);
"NNSA" means Nortel Networks S.A. (in administration and in liquidation judiciaire);
"NNSA Secondary Proceeding" means NNSA in its capacity as being subject to the French
liquidation proceeding within the meaning of Article 27 of the EC Regulation which commenced on
28 May 2009 by judgment of the French Court and acting by Maître Cosme Rogeau as liquidateur
judiciaire;
"NNSA Settlement Deed" means the settlement agreement dated on or around 12 October 2016
and made between, amongst others, the EMEA Debtors (as defined therein and including the
Company), the Administrators and NNSA, and as amended and restated on or around 1 March
2017;
"NNSA Settlement" shall have the meaning ascribed to it in paragraph 8.1.4 of Annex 21
(Background to the Nortel Group insolvency proceedings) of the Proposal;
"NNSA Main Proceeding" means NNSA in its capacity as being subject to administration
proceedings before the English Companies Court which commenced on 14 January 2009 by order
of Mr Justice Blackburne and acting by the Administrators and Stephen Taylor as Conflicts
Administrator;
"NNUK" means Nortel Networks UK Limited (in administration);
"Nominees" means Alan Robert Bloom, Stephen John Harris, Christopher John Wilkinson Hill and
Alan Michael Hudson of Ernst & Young LLP, One More London Place, London SE1 2AF;
"Non-Provable Claim" means any Debt of the Company, including for the avoidance of doubt,
Currency Conversion Claims, which is not a Provable Claim;
"Nortel Group" means, collectively, Nortel Networks Corporation and all of its direct and indirect
subsidiaries, whether current or former;
"Nortel Scheme" shall have the meaning ascribed to it in paragraph 7.1 of Annex 21 (Background
to the Nortel Group insolvency proceedings) of the Proposal;
"Notice of Effective Date" means the Notice to be sent by the Supervisors in accordance with
Clause 3.2 substantially in the form contained in Annex 13 (Notice of Effective Date);
"Notice of Implementation Date" means the Notice to be sent by the Supervisors in accordance
with Clause 4.3 substantially in the form contained in Annex 15 (Notice of Implementation Date);
"Notice of Termination" means the Notice to be sent by the Supervisors in accordance with
Clause 35 (Termination) substantially in the form contained in Annex 17 (Notice of Termination);
"NTF" means Northern Telecom France S.A. (in liquidation amiable);
"Other Proceeds" means any Assets other than SPSA Proceeds, Foreign Receivable Proceeds
and LRE Payment Proceeds;
"Pensions Regulator" shall have the meaning ascribed to it in paragraph 7.1 of Annex 21
(Background to the Nortel Group insolvency proceedings) of the Proposal;
"Pensions Settlement" shall have the meaning ascribed to it in paragraph 8.1.2 of Annex 21
(Background to the Nortel Group insolvency proceedings) of the Proposal;
"Plans" shall have the meaning ascribed to it in paragraph 9.11 of Annex 21 (Background to the
Nortel Group insolvency proceedings) of the Proposal;
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"Plans Effective Date" shall have the meaning ascribed to it in paragraph 9.11 of Annex 21
(Background to the Nortel Group insolvency proceedings) of the Proposal;
"Post-Insolvency Costs" means any:
(a)

Administration Expenses;

(b)

Supervisors' Costs; and

(c)

Administrators' Costs;

"Preferential Creditor" means any person to whom the Company owes a Preferential Liability;
"Preferential Liability" means those liabilities of the Company which would be preferential within
the meaning of section 175 and Schedule 6 (The Categories of Preferential Debt) of the Insolvency
Act;
"Proposal" means this proposal under Part I of the Insolvency Act of the Company to its CVA
Creditors for a composition in satisfaction of the debts of the Company or scheme of arrangement
of its affairs (comprising this proposal and the accompanying letter from the Administrators to CVA
Creditors and potential CVA Creditors dated 5 April 2017);
"Provable Claim" means any Debt that would be a provable debt for the purposes of Rule 14.2 of
the 2016 Rules in the administration of the Company;
"Record Date" means 5 April 2017;
"Reference" shall have the meaning ascribed to it in paragraph 7.6 of Annex 21 (Background to
the Nortel Group insolvency proceedings) of the Proposal;
"Report" means the Chairman's report of the result of the Meetings to the English Court pursuant
to section 4(6) of the Insolvency Act;
"Reserve Fund" shall have the meaning ascribed to it in Clause 23.1 (Specific provisions
applicable to Disputed Claims);
"Residual IP Sale" shall have the meaning ascribed to it in at paragraph 1.7 of Annex 21
(Background to the Nortel Group insolvency proceedings) of the Proposal;
"Sale Proceeds" shall have the meaning ascribed to it in paragraph 1.3 of Annex 21 (Background
to the Nortel Group insolvency proceedings) of the Proposal;
"Scheme Actuary" shall have the meaning ascribed to it in paragraph 7.3 of Annex 21
(Background to the Nortel Group insolvency proceedings) of the Proposal;
"section 75 debt" shall have the meaning ascribed to it in paragraph 7.3 of Annex 21 (Background
to the Nortel Group insolvency proceedings) of the Proposal;
"Secondary Proceedings" mean winding-up proceedings commenced in accordance with Article
3(2) of the EC Regulation;
"Secured Creditor" means any person to whom the Company owes a Secured Liability;
"Secured Liability" means any liability of the Company in respect of which the relevant CVA
Creditor holds a Security;
"Security" shall have the meaning ascribed to it by section 248(1)(b) of the Insolvency Act;
"Settlement and Plans Support Agreement" means the Settlement and Plans Support
Agreement dated on or around 12 October 2016 and made between, among others, the US
Debtors, the Canadian Debtors, the EMEA Debtors (as defined therein and including the Company)
and the Administrators;
"Settlement Documents" means the Settlement and Plans Support Agreement, the UKPI
Settlement Deed, the Deed of Release and the NNSA Settlement Deed;
"Settlement Parties" shall have the meaning ascribed to it in paragraph 9.1 of Annex 21
(Background to the Nortel Group insolvency proceedings) of the Proposal;
"Small Debt" means an unsecured debt which does not exceed £1,000;
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"Snapback Claim" shall have the meaning ascribed to it in paragraph 7.9.1 of Annex 21
(Background to the Nortel Group insolvency proceedings) of the Proposal;
"Specified Date" shall have the meaning ascribed to it in Paragraph 11.4;
"SPSA Costs" means SPSA Expenses and any unpaid Tax in respect of the period from the
Administration Date (provided that such a claim properly ranks as an Administration Expense);
"SPSA Expenses" means:
(i)

remuneration of the Administrators;

(ii)

invoices of the Administrators' firm; and

(iii)

all legal fees,

incurred and forecast to be incurred by the Company in connection with the Business Sales, the
Allocation Dispute and the disputes which resulted in the Agreement Settling EMEA Canadian
Claims and the Agreement Settling US Claims;
"SPSA Proceeds" means any amount paid to the Company in accordance with the terms of the
Settlement and Plans Support Agreement;
"Statutory Interest" means any interest payable to a CVA Creditor pursuant to any relevant
statutory provision (including, without limitation, the Judgments Act 1838, the Insolvency Act or the
Insolvency Rules);
"Subordinated Claim" means a Main Proceeding Subordinated Claim or a Local Proceeding
Subordinated Claim;
"Summary of the Proposal" means the summary of the Proposal set out at pages 4 to 6
(Summary of the Proposal) of the Proposal;
"Supervisors" means the Initial Supervisors and any other person appointed to act as a
supervisor in accordance with the terms of the CVA for the purpose of fulfilling the function referred
to in the CVA appointed pursuant to section 7(2) of the Insolvency Act;
"Supervisors' Costs" means (i) all liabilities, costs, expenses and disbursements incurred by the
Supervisors in discharge of their rights, obligations, duties or functions under the CVA; and (ii) all
fees, remuneration and rights of indemnity of the Supervisors or their financial or professional
advisers;
"Target Companies" shall have the meaning ascribed to it in paragraph 7.1 of Annex 21
(Background to the Nortel Group insolvency proceedings) of the Proposal;
"Tax" shall have the meaning ascribed to it in Part IV (Tax Information and Tax Disclaimer);
"Terms" means the terms of the CVA set out at Section 2 (Terms of the company voluntary
arrangement) of the Proposal;
"Top-Up Payments" shall have the meaning ascribed to it in paragraph 11.2.3 of Annex 21
(Background to the Nortel Group insolvency proceedings) of the Proposal;
"UK" means the United Kingdom of Great Britain and Northern Ireland;
"UKPI Settlement Deed" means the settlement agreement dated on or around 12 October 2016
and made between, amongst others, the EMEA Debtors (as defined therein and including the
Company), the Administrators, Nortel Networks UK Pension Trust Limited as trustee of Nortel
Networks UK Pension Plan and the Pension Protection Fund;
"Unclaimed Distributions" means any Distribution which is unclaimed following any Distribution
Date and shall, without limitation, include:
(a)

cheques (and the funds represented thereby) which have been returned as undeliverable
without a proper forwarding address;

(b)

funds for cheques which have not been cleared prior to their expiry; and

(c)

cheques (and the funds represented thereby) which were not mailed or delivered because
of an incorrect address;
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"US Appeal" shall have the meaning ascribed to it in paragraph 6.1 of Annex 21 (Background to
the Nortel Group insolvency proceedings) of the Proposal;
"US Claims" shall have the meaning ascribed to it in paragraph 2.1 of Annex 21 (Background to
the Nortel Group insolvency proceedings) of the Proposal;
"US Court" shall have the meaning ascribed to it in paragraph 3.3 of Annex 21 (Background to the
Nortel Group insolvency proceedings) of the Proposal;
"US Debtors" shall have the meaning ascribed to it in paragraph 1.1 of Annex 21 (Background to
the Nortel Group insolvency proceedings) of the Proposal;
"Voting Form" means any voting form in writing in substantially the form set out at Annex 10
(Voting Form), comprising both Part A (Details of CVA Claim) and Part B (Creditor's Proxy Form);
"Warning Notice" shall have the meaning ascribed to it in paragraph 7.4 of Annex 21 (Background
to the Nortel Group insolvency proceedings) of the Proposal; and
"Waterfall" means either the Local Asset Waterfall or the Main Asset Waterfall as the context may
require.
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PART B
INTERPRETATION
In these Terms, except where the context otherwise requires:
1.

a reference to the Terms includes the Annexes to it, each of which forms part of the Terms
for all purposes;

2.

a reference to an enactment of statutory provision includes a reference to any subordinate
legislation made under the relevant enactment of statutory provisions and is a reference to
that enactment, statutory provision or subordinate legislation as from time to time
amended, consolidated, modified, re-enacted or replaced;

3.

words importing the singular also include the plural and vice versa;

4.

words importing a gender include the other gender;

5.

a reference to a person includes a reference to a firm, body corporate, an unincorporated
association, a partnership or to an individual’s executors or administrators;

6.

a reference to a:

6.1

Section is to a section of the Proposal;

6.2

Paragraph is to a paragraph of Section 1 (Proposal) of the Proposal;

6.3

Part or an Annex is to a part or an annex of or to the Proposal;

6.4

paragraph is to a paragraph of an Annex to the Proposal; and

6.5

Clause is to a clause of the Terms;

7.

the contents page and headings in the Terms do not affect its interpretation;

8.

including means including without limitation;

9.

references to Sterling, £, pence or p are to the lawful currency of the UK, references to
dollars, US dollars, US$, $ or cents are to the lawful currency of the United States of
America and references to euro, Euro, or € are to the currency introduced at the start of the
third stage of the European economic and monetary union pursuant to the Treaty of Rome
establishing the European Union, as amended;

10.

unless otherwise stated, a time of day is a reference to London time;

11.

a reference to a section or Rule is a reference to the relevant section of the Insolvency Act
or the relevant Insolvency Rule as the case may be;

12.

a reference to any agreement, deed or document is a reference to that agreement, deed or
document as amended from time to time;

13.

a reference to a director, officer, employee, auditor, agent or adviser of or to any person, or
to a CVA Creditor, is a reference to that person acting in its capacity as such; and

14.

in the context of the Claim Form, any reference to proof, proved or proving is a reference to
the manner by which a CVA Creditor seeks to make his CVA Claim pursuant to the Claim
Form and to establish that CVA Claim.
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ANNEX 2
NOTICE OF THE MEETINGS
IN THE HIGH COURT OF JUSTICE

NO. 552 OF 2009

CHANCERY DIVISION
COMPANIES COURT
IN THE MATTER OF NORTEL NETWORKS S.P.A (IN ADMINISTRATION) (the "Company")
AND
IN THE MATTER OF THE INSOLVENCY ACT 1986
NOTICE OF CREDITORS' MEETING AND MEMBERS' MEETING PURSUANT TO SECTION 3
OF THE INSOLVENCY ACT 1986
This is notice that a meeting of creditors of the Company is to be held at:
Macchi di Cellere Gangemi, Via G. Serbelloni, 4 - 20122 Milan, Italy at 11:00 a.m. Rome time on 5
May 2017.
This is notice that a meeting of members of the Company is to be held at the address above at
2:00 p.m. Rome time on 5 May 2017.
These meetings are being summoned pursuant to section 3 of the Insolvency Act 1986, for the
purposes of considering the proposals of the administrators of the Company for a company
voluntary arrangement under Part I of the Insolvency Act 1986 and voting on the following
resolutions:
(a)

(in the case of the meeting of creditors) that the proposed company voluntary arrangement
be approved;

(b)

Christopher John Wilkinson Hill shall cease to be a supervisor immediately and without any
notice on the date on which the Chairman's report of the result of the meeting is made to
the court pursuant to section 4(6) of the Insolvency Act 1986;

(c)

(in the case of the meeting of creditors and if resolution (a) is approved) that Joanne
Hewitt-Schembri be appointed a supervisor of the arrangement;

(d)

(in the case of the meeting of creditors and if resolution (a) is approved) that any act to be
done by the supervisors in connection with the company voluntary arrangement may be
done by all or any one or more of them; and

(e)

(in the case of the meeting of members) that the proposed company voluntary arrangement
be approved.

For creditors only
In order to expedite the procedure for voting at the creditors' meeting, please complete and submit
a Voting Form online at https://cva.emeanortel.com, or alternatively by sending a scanned copy by
email to cva@emeanortel.com, or alternatively by post to Nortel Networks, PO Box 4725,
Maidenhead, SL60 1HN United Kingdom marked for the attention of "Nortel Networks S.p.A (in
administration)", so that it is received by no later than midday on 4 May 2017. However, persons
wishing to vote at the meeting may instead bring their Voting Form with them to the meeting.
For creditors and members
If you cannot attend the relevant meeting and wish to be represented, please complete as
appropriate:
(a)

the Creditor's Proxy Form in respect of the creditors' meeting online at
https://cva.emeanortel.com, or alternatively by sending a scanned copy by email to
cva@emeanortel.com, or by post to Nortel Networks, PO Box 4725, Maidenhead, SL60
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1HN United Kingdom marked for the attention of "Nortel Networks S.p.A (in
administration)", so that it is received by midday on 4 May 2017; and/or
(b)

the Member's Proxy Form in respect of the members' meeting by sending a scanned copy
by email to cva@emeanortel.com or by post to Nortel Networks, PO Box 4725,
Maidenhead, SL60 1HN United Kingdom, in all cases marked for the attention of "Nortel
Networks S.p.A (in administration)" by no later than midday on 4 May 2017.

However, persons wishing to vote at the meeting(s) may instead bring the appropriate completed
proxy to the relevant meeting.
Dated: 5 April 2017
-----------------------------------------------------------------------------------------------------------------------------Alan Bloom
Administrator
(acting as agent of the Company
and without personal liability)
Notes
(a)
(b)
(c)

(d)

The Proposal and a Voting Form (including a Creditor's Proxy Form) or a Member's Proxy Form (as
applicable) accompany this notice of meetings. The Voting Form and the Member's Proxy Form
contain details of how to complete them.
The Proposal has been prepared by the Administrators of the Company solely to inform creditors and
members of the content of the Proposal for the company voluntary arrangement. Nothing in the
Proposal should be relied upon for any other purpose.
Members' meeting: Any resolution is regarded as passed if voted for by more than one half in value
of the members present in person or by proxy and voting on the resolution. The value of the
members is determined by reference to the number of votes conferred on each member by the
Company's articles.
Creditors' meeting: Creditors should note Rule 1.19 of the Insolvency Rules 1986, which, among
other provisions of the Insolvency Act 1986 and the Insolvency Rules 1986, provides as follows:
1.19(1) [Resolution by majority in value] Subject to paragraph (2), at the creditors' meeting, a
resolution is passed when a majority (in value) of those present and voting in person or by proxy
have voted in favour of it.
1.19(2) [Resolution to approve/modify proposal by three-quarters majority] A resolution to
approve the proposal or a modification is passed when a majority of three quarters or more (in value)
of those present and voting in person or by proxy have voted in favour of it.
1.19(3) [Votes to be left out of account] In the following cases there is to be left out of account a
creditor's vote in respect of any claim or part of a claim:
(a) where written notice of the claim was not given, either at the meeting or before it, to the
chairman or nominee;
(b) where the claim or part is secured;
(c) where the claim is in respect of a debt wholly or partly on, or secured by, a current bill of
exchange or promissory note, unless the creditor is willing:
(i) to treat the liability to him on the bill or note of every person who is liable on it antecedently
to the company, and against whom a bankruptcy order has not been made (or in the case
of a company, which has not gone into liquidation), as a security in his hands; and
(ii) to estimate the value of the security and (for the purpose of entitlement to vote, but not of
any distribution under the arrangement) to deduct it from his claim.
1.19(4) [Voting rendering resolution invalid] Any resolution is invalid if those voting against it
include more than half in value of the creditors, counting in these latter only those:
(a) to whom notice of the meeting was sent;
(b) whose votes are not to be left out of account under paragraph (3); and
(c) who are not, to the best of the chairman's belief, persons connected with the company.
1.19(5) [Chairman's powers] It is for the chairman of the meeting to decide whether under this Rule:
(a) a vote is to be left out of account in accordance with paragraph (3); or
(b) a person is a connected person for the purposes of paragraph (4)(c);
and in relation to the second of these two cases the chairman is entitled to rely on the information
provided by the company's statement of affairs or otherwise in accordance with this Part of the Rules.
1.19(6) [Use of proxy contrary to r.1.15] If the chairman uses a proxy contrary to Rule 1.15, his
vote with that proxy does not count towards any majority under this Rule.
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1.19(7) [Appeal from chairman's decision] The chairman's decision on any matter under this Rule
is subject to appeal to the court by any creditor or member and paragraphs (5) to (7) of Rule 1.17A
apply as regards such an appeal.
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ANNEX 3
CORPORATE INFORMATION

Company Information
Registered number:

REA no. 1307425

Company name:

Nortel Networks S.p.A (in administration)

Registered office address

Via Senigallia n. 18/2, Milan North Park, 20161 Milan, Italy

Previous names:

Sixtel S.p.A
Nortel Italia S.p.A

Details of the Administrators and of their appointment
Administrators:

A R Bloom, A M Hudson, S J Harris and C J W Hill of
Ernst & Young LLP, 1 More London Place,
London, SE1 2AF

Date of appointment:

14 January 2009

By whom appointed:

The appointment was made by the High Court of Justice,
Chancery Division, Companies Court on the application of
the Company's directors.

Court reference:

High Court of Justice, Chancery Division, Companies Court
- case 552 of 2009

Division of the
Administrators’
responsibility:

Any of the functions to be performed or powers exercisable
by the administrators may be carried out/exercised by any
one of them acting alone or by any or all of them acting
jointly.

Share Capital
Class

Authorised
Number

Ordinary

4,000,000

Issued & Fully paid
€
4,000,000.00

Number
4,000,000

€
4,000,000.00

Shareholders
Nortel Networks International Finance & Holding B.V. (in administration)- 100%
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Directors (current and for the last three years) and company secretary (current)
Director
or
secretary

Date
appointed

Date
resigned

Current
shareholding

Simon
Freemantle

Director

14/01/2009

-

-

David
Quane

Director

31/03/2010

-

-

John
Freebairn

Director

30/09/2010

30/06/2012

-

Gengemi Corporate
Secretary

Secretary

N/A

-

-

Name
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ANNEX 4
STATUTORY AND FINANCIAL INFORMATION

1.

ASSETS AND LIABILITIES

1.1

The following financial information, so far as within the Administrators' immediate
knowledge, and otherwise on the basis set out there, can be found in Annex 6 (Estimated
Outcome Statement):
1.1.1

details of the Company's assets, with an estimate of their respective values; and

1.1.2

the nature and amount of the Company's liabilities.

1.2

A summary of the statement of affairs is at Annex 8 (Summary Statement of Affairs).

2.

GUARANTEES

2.1

No guarantees have been given of the Company's Debts by other persons.

2.2

For the purposes of the Proposal, no guarantees are being offered by any directors, or
other persons and no security is to be given or sought.

3.

SECURED CLAIMS
The Administrators are not aware that any CVA Claim is secured or that any of the assets
of the Company are charged in favour of creditors. However, the CVA will not affect
secured creditors' rights, although the ability of a secured creditor of the Company to
enforce its security will continue to be restricted by reason of the statutory moratorium in
respect of the Company in an administration proceeding.

4.

CLAIMS BY ADMINISTRATORS

4.1

The Administrators have considered whether there may be circumstances giving rise to the
possibility that they could apply to the English Court for an order in respect of a transaction
which is or may be at an undervalue, a preference, an extortionate credit transaction or a
void floating charge under sections 238, 239, 244 and 245 of the Insolvency Act
respectively. As part of the US and Canadian Claims litigation (see paragraph 2 of the
Annex 21 (Background to the Nortel Group insolvency proceedings)) the Administrators
asserted various claims against other companies in the Nortel Group. These claims were
consensually resolved under the terms of the Agreement Settling EMEA Canadian Claims
and the Agreement Settling US Claims.

4.2

The Administrators have concluded that no other transactions have occurred in the period
prior to 14 January 2009 which could give rise to an application under the sections referred
to above.

5.

CONNECTED CREDITORS

5.1

The meaning of connected persons is set out in section 249 of the Insolvency Act.
Pursuant to that section, connected persons include (amongst others) persons who are
controlled by the same person or group of persons. Under this definition, the Nortel Group
companies will be connected creditors for the purposes of that section 249. The Nortel
group Companies which are creditors of the Company will be treated in the same way as
other CVA Creditors under this CVA.

5.2

The Administrators are not aware of any other connected creditors. However, to the extent
that any other CVA Creditors are connected creditors, they shall be treated in the same
manner as ordinary creditors.

6.

PRESCRIBED PART
The Company has no outstanding security and therefore there will be no prescribed part
within the meaning of section 176A of the Insolvency Act.
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7.

ESTIMATED FEES

7.1

It is estimated that the total fees to be paid to the Nominees will be £28,005.13.

7.2

It is estimated that the total fees to be paid to the Supervisors will be £290,066.50.

8.

PREFERENTIAL CREDITORS
The Administrators do not consider that there are any preferential creditors of the Company
within the meaning of section 386 of the Insolvency Act as at the Record Date.

9.

THIRD PARTY PROPERTY
No property from any third party is proposed to be included in the CVA.
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ANNEX 5
DISPUTE RESOLUTION PROCEDURE
1.

There shall be a claims panel of six persons (the "Claims Panel"). The six persons shall
be three practising lawyers (either solicitors or barristers) of at least ten years’ standing and
three accountants who shall be fellows of the Institute of Chartered Accountants in England
and Wales (the "ICA").

2.

Members of the Claims Panel shall be appointed by the London Court of International
Arbitration (the "LCIA") in consultation (where necessary) with the President for the time
being of the ICA.

3.

The LCIA may appoint substitutes, replacements and/or additional members of the Claims
Panel where it is satisfied that this is reasonably required for the proper functioning of the
Claims Tribunal (as defined below). Such appointments shall be made as set out in
paragraph 2 above.

4.

The claims tribunal shall consist of one or of three persons (the "Claims Tribunal")
chosen from the Claims Panel.

5.

The decision on the number of members of any Claims Tribunal shall be by agreement
between the CVA Creditor, the Supervisors and, if applicable, the Contesting CVA Creditor.
Where the parties do not agree on the number of members, the Claims Tribunal shall
consist of three persons.

6.

The Claims Tribunal shall be comprised as follows:

6.1

on all Claims Tribunals with one member that member shall be either a solicitor or a
barrister; and

6.2

all Claims Tribunals of three members shall be chaired by either a solicitor or a barrister
(the "Tribunal Chairman"). The majority decision of the Claims Tribunal shall constitute its
determination. If there is no majority decision then the Tribunal Chairman’s decision shall
constitute the determination.

7.

Where the CVA Creditor, the Supervisors and, if applicable, the Contesting CVA Creditor
cannot agree on any matter concerning the composition of the Claims Tribunal (other than
the number of members; see paragraph 5 above) the appointment to the Claims Tribunal
shall be made from the Claims Panel by the LCIA in consultation as set out in paragraph 2
above and in accordance with the requirements of paragraphs 4, 5 and 6 above.

8.

In the event that for any reason it is not possible to constitute a Claims Tribunal from the
members of the Claims Panel, the appointment of the Claims Tribunal shall be made by the
LCIA, in consultation as set out in paragraph 2 above and in accordance with the
requirements of paragraphs 4, 5, and 6 above, save only that it may select as members of
the Claims Tribunal persons other than members of the Claims Panel provided that they
shall have the qualifications set out in paragraph 1 above.

9.

The Claims Tribunal shall meet in London and its proceedings shall be in English.

10.

There shall be no formal hearing.

11.

Each Claims Tribunal shall determine its own procedure save that the CVA Creditor, the
Supervisors and, if applicable, the Contesting CVA Creditor shall have the right to make
written submissions to the Claims Tribunal. The Claims Tribunal shall be entitled to rely for
the purposes of its determinations on the advice of Queen’s Counsel or technical expert
advisers instructed by it on any aspect of its work.

12.

If the CVA Creditor or Contesting CVA Creditor fails to comply with directions of the Claims
Tribunal or if the Claims Tribunal determines that the CVA Creditor or Contesting CVA
Creditor is failing to pursue the proceedings with reasonable despatch, the Claims Tribunal
may, in its absolute discretion, reject the CVA Creditor’s CVA Claim or, if applicable, the
Contesting CVA Creditor's appeal.

13.

The parties shall bear their own costs. The costs of the Claims Tribunal and the appointing
body shall be borne equally by the Company, the CVA Creditor and, if applicable, the
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Contesting CVA Creditor. The Claims Tribunal shall have no general power to award costs
or interest save that the Claims Tribunal can direct one party to pay the remuneration and
costs, charges and expenses of another party and/or the Claims Tribunal and appointing
body if, in the reasonable opinion of the Claims Tribunal, any such party has made a claim,
relied on a defence or otherwise conducted itself in relation to the dispute resolution in a
manner which is frivolous, vexatious or had no reasonable prospect of success.
14.

The Claims Tribunal shall determine all matters in dispute as to the existence or proper
value of the CVA Creditor’s CVA Claim between the CVA Creditor, the Company and, if
applicable, the Contesting CVA Creditor. The determination of the Claims Tribunal on each
and every issue before it shall be final and binding on the Supervisors, the CVA Creditor,
the Company, its Administrators or Liquidators, and if applicable, the Contesting CVA
Creditor. There shall be no right of appeal from the determination of the Claims Tribunal
and there shall be no right to make any claim against members of the Claims Tribunal
individually or collectively. For the avoidance of doubt, the exclusion of any right of appeal
shall operate only to the extent permitted by law.

15.

The Claims Tribunal shall act as an expert and not as arbitrator and the law relating to
arbitrations shall not apply.
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ANNEX 6
ESTIMATED OUTCOME STATEMENT
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Nortel Networks S.p.A. (Italy) - in Administration
Estimated Outcome Statement as at 30 March 2017
£'000
Notional Secondary
Proceedings

Notional Main
Proceedings

Total

Notes

Assets
Estimated closing cash (before LRE Payment Proceeds, SPSA Proceeds/Costs, Post
Appointment Taxes and Foreign Receivable Proceeds)
LRE Payment Proceeds

1,408

-

1,408

3

-

626

626

4

2,124

2,124

4,248

5

(1,506)

6

SPSA Lockbox
SPSA Proceeds (before tax)
Less: SPSA Costs
Less: Post Appointment Taxes

(753)

(753)

7

-

-

-

1,371

1,371

2,742

Intra-group recoveries from Canadian claims

-

775

775

8

Foreign Receivable Proceeds (intra-group)

-

152

152

9

-

927

927

2,779

2,924

5,703

Foreign Receivable Proceeds (pre-petition books and records claims)

Estimated assets available for distribution to creditors

1, 2, 13, 14

Liabilities
Local Priority Claims

2,133

10

Provable Claims (which are not Main Proceedings Subordinated Claims)

3,570

11

Local Proceedings Subordinated Claims

-

Main Proceedings Subordinated Claims

5,703
12

Anticipated distributions and payments to creditors
Distributions to Local Priority creditors
Recovery %

(2,133)

-

(2,133)

100.0%

0.0%

100.0%

Distributions to Provable Claim creditors (which are not Main Proceedings Subordinated
Claims)
Recovery %

(646)

(2,924)

(3,570)

18.1%

81.9%

100.0%

Estimated total distributions and payments to creditors

(2,779)

(2,924)

(5,703)

Estimated payments to shareholders
Estimated total distributions and payments

(2,779)

(2,924)

(5,703)

Notes and Assumptions
1 - This estimated outcome statement has been produced on the assumption that the proposed CVA is approved by creditors and implemented (without modification
or challenge) and that the SPSA Plans Effective Date will occur on or before 31 August 2017.
2 - The estimated outcome statement assumes that there are no protracted or drawn out disputes in determining the amount of any CVA Claim or Administration
Expense.
3 - Estimated Closing Cash represents cash at bank as at 31 December 2016 (adjusted for accrued costs at that date), less certain estimated costs to the end of
the Administration and CVA. The end of the Administration and CVA are assumed to occur on 31 December 2018. The cost estimate includes forecast operating
costs, office holder fees, legal and professional fees. Forecast costs are shown net of VAT as it is assumed that input VAT is fully recoverable. Estimated Closing
Cash includes c.£0.29m in respect of the estimated CVA Supervisors' remuneration.
Estimated Closing Cash is made up of cash and forecast transactions in a range of currencies. These amounts are converted into Sterling at the rates as at 31
December 2016 (the date of the underlying cash flow forecast).
Estimated Closing Cash excludes estimated realisations in respect of SPSA Proceeds (net of SPSA Costs and Post Appointment Taxes), LRE Payment Proceeds
and Foreign Receivable Proceeds relating to pre-petition intercompany positions per the Company's books and records; these items are shown seperatately in the
Estimated Outcome Statement. Estimated Closing Cash constitutes "Other Proceeds" under the terms of the proposed CVA and thus is allocated to the notional
Secondary Proceedings.
4 - LRE Payment Proceeds reflects the estimated amount to be received by the Company as a result of payments from Nortel Networks UK Limited (in
administration), either directly or indirectly (through intermediate holding companies), in accordance with clause 8 (LRE Payment) of the UKPI Settlement Deed.
Please see Clause 11.2.3 of Annex 21 (Background to the Nortel Group insolvency proceedings ) for further information regarding the LRE Payment Proceeds.
LRE Payment Proceeds are treated as a Local Asset for the purpose of satisfying any Local Priority Claims and thereafter shall be treated as a Main Asset.
5 - SPSA Proceeds relate to the estimated amount receivable by the Company from the Lockbox in accordance with the terms of the SPSA. This assumes that the
Plans Effective Date occurs on or before 31 August 2017.
The SPSA Proceeds are allocated to the notional Main and Secondary proceedings on a 50:50 basis.
6 - SPSA Costs reflect the Company's share of costs in respect of Administrators' fees and legal fees incurred, and forecast to be incurred, in respect of the
Business Sales, the Allocation Dispute and the American and Canadian claims disputes.
The SPSA Costs are allocated to the notional Main and Secondary Proceedings on a 50:50 basis in line with the SPSA Proceeds.
7 - Post Appointment Taxes relate to the Administrators' estimate of post appointment taxes, if any, which are likely to be due but have not yet been paid.
If the Administrators consider it appropriate, the Administrators may make such payment pursuant to their powers under paragraph 66 of Schedule B1 to the
Insolvency Act and they reserve all rights whether or not to do so in dealings with any creditors. If the Administrators determine that any such taxes are payable
(and either that they should rank in priority for payment ahead of unsecured claims or payment should be made under paragraph 66 of schedule B1 of the
Insolvency Act), then this cost will be allocated to the SPSA Proceeds on a 50:50 basis between the notional Main Proceedings and notional Secondary
Proceedings given that such taxes are anticipated to relate primarily to the SPSA Proceeds.
The books and records and filing position of the Company currently indicate that no post appointment taxes are due. This position will be clarified once the CVA
claims process has been completed.
8 - Intra-group recoveries from Canadian claims reflects the current estimated recovery of 41.5c in the $ against the Company's unsecured claim into the
Canadian estate which was agreed to be allowed as a Proven Claim of US$2.34m under the Canadian Claims settlement.
9 - Foreign Receivable Proceeds (intra-group) reflect forecast receipts in respect of claims per the Company's books and records which existed at the date of
Administration. These recoveries may change depending upon the actual realisations and are allocated in full to the notional Main Proceedings.
10 - Local Priority Claims reflects the estimate of total pre-appointment Local Priority Claims. This estimate is based upon claims received in the Informal Proof
Process with a provision made in respect of claims yet to be reconciled to the amounts in the the Company's books and records. The actual amount will be
determined by the CVA Claims process and will be different from this estimate.
A Local Priority Claim will be treated as being in the same category as a Provable Claim (which is not subordinated) in the Main Asset Waterfall should there be
insufficient funds available in the Local Asset Waterfall to discharge the liability. Creditor claims received in document currencies other than Sterling are converted
to Sterling using FT mid-market exchange rates as at the date of Administration, being 14 January 2009.
11 - Provable Claims (which are not Main Proceedings Subordinated Claims) include Local Unsecured Claims which are payable in the Local Asset Waterfall,
and Local Priority Claims to the extent there are insufficient funds available to discharge such liabilities in the Local Asset Waterfall, and reflect the estimate of total
pre-appointment unsecured creditor claims. This estimate is based upon claims received in the Informal Proof Process with a provision made in respect of claims
yet to be reconciled to the amounts in the Company's books and records. The actual amount will be determined by the CVA Claims process and will be different
from this estimate. Creditor claims received in document currencies other than Sterling are converted to Sterling using FT mid-market exchange rates as at the date
of Administration, being 14 January 2009.
12 - Distributions to creditors shown in this EOS reflect the estimated amount which will be distributed to creditors based on current information. It is noted that this
estimate may change over time as the estimated assets and liabilities become definitive.
13 - It is noted that the estimated outcome statement is by nature uncertain and estimated recoveries and creditor claims will vary in reality. As such, the estimated
outcome statement should only be used as an indicative illustration of potential recoveries. These estimates are made as at 30 March 2017.
14 - FX Rates - Unless stated otherwise, transactions which have a source currency other than Sterling, have been converted to Sterling using exchange rates
sourced from www.oanda.com as at 28 March 2017.

ANNEX 7
SUPERVISOR'S WRITTEN CONSENT AND CONFIRMATION
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ANNEX 8
SUMMARY STATEMENT OF AFFAIRS
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ANNEX 9
LOCAL PRIORITIES

Ranking

Category of Claim

1.

Administration expenses (crediti prededucibili)

2.

Claims secured by pledge on movables and credits

Local Statutory Provision

Priority claims
3.

Claims by employees for remuneration and
termination benefits

Art. 2751 bis n. 1, 2777, 2776
c.c.

4.

(i) Claims by individual professionals or persons
performing intellectual work for the last two years of
service and (ii) claims for commissions due in the year
last year of service pursuant to an agency agreement,
and allowances due as a result of the termination of
such agency agreements

Art. 2751 bis nn.2 and 3, 2777
lett. B, 2776 c.c.

5.

Certain claims by (i) farmers and farmers cooperatives, (ii) by craftsmen and labour co-operatives,
and (iii) claims of employment services companies

Art. 2751 bis n.4, 2777 lett. c),
2776 c.c.
Art. 2751 bis n. 5, and 5bis,
2777 lett. c), 2776 c.c.
Art. 2751 bis n. 5ter, 2776 c.c.

6.

Claims to which special laws give a generic
preference including but not limited to claims for
claims for loans to the industrial sector and claims
relating to loans for the purchase of machineries, tools
and other accessory goods (Art. 5, Law 258/50)

Art. 2750, 2777 and 2781 c.c.

7.

Claims resulting from the Company's failure to pay
mandatory social and pension contributions

Art. 2753, 2778 n. 1 c.c.

8.

Claims for services and expenses for conservation
and improvement of movable assets where such
assets are still owned by the Company

Art. 2756, 2778 n. 4 c.c.

9.

Certain claims relating to insurance agreements

Art. 1891 c.c.

10.

Claims for loans to small and medium enterprises
operating in South of Italy and on the islands

Special laws
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11.

Claims for loans granted to craftsmen to stock up raw
materials and products

Special laws

12.

Claims for supplies and works necessary for
agricultural production

Art. 2757, 2778 n. 6 c.c.

13.

Claims by Italian State for (i) indirect taxes, including
but not limited to stamp duty, insurance tax and
customs duties, (ii) reimbursements of VAT to
contracting parties (rivalsa IVA), and (iii) taxes on
corporate income due for Jan 2007 to Jan 2009
(which have preference on movable assets and goods
located on the premises)

Art 2758, 2778 n. 7 c.c. and
Art. 2759, 2778 n. 7 c.c.

14.

Certain claims of consumer co-operatives

Special law

15.

Claims by social and pension institutions and
organisations other than the mandatory ones
mentioned in Art. 2753 c.c. and claims relating to
collaterals and ancillary expenses in connection with
claims by mandatory and non-mandatory social and
pension institutions and organisations

Art. 2754, 2753, 2778 n.8 c.c.

16.

Claims for advances secured by mortgages on motor
vehicles

Art 2779, 2810 c.c.

17.

Claims of injured persons for damages compensation
with reference to the indemnity due from the insurer

Art 2767, 2778 n.11 c.c.

18.

Claims with to which the law grants ranking equivalent
to pledges

Art 236 of the provisions for
the implementation of c.c.

19.

Debts owed to hoteliers in connection with rent and
supplies to guests with reference to the goods brought
into the establishment by the guest.

Art 2760, 2778 n.12 c.c.

20.

Debts owed to carriers in respect of advance
payments of taxes and credits made by the carrier
where the assets are still in possession of the carrier

Art. 2761, 2778 n.12 c.c.

21.

Claims by vendors of machinery for unpaid purchase
price on machinery sold and delivered to the extent
the relevant documents had been duly registered in
the relevant register kept by the competent court

Art. 2762, Law no. 1329/1965,
2778 n.14 c.c.

Claims by banks for financings for the purpose of
purchasing machinery where machinery is used as
security.

95

22.

Certain claims relating to (i) long lease agreements,
and (ii) arising from contracts of sharecropping and
colony (colonia)

23.

Certain claims for funeral and medical expenses,
support and remuneration

Art 2751, 2778 n. 17 c.c.

24.

Direct taxes due to Italian State authorities (income
tax, corporate tax and regional tax)

Art. 2752, Paragraph I, 2778
n.10 c.c.

25.

(i) VAT due to the Italian State authorities, (ii) debts in
respect of levies on the production of coal and steel,
and (iii) debts due to the Italian State in respect of
certain customs duties

Art 2752, Paragraph III, 2778
n. 19 c.c.; Art. 2783 bis c.c.;
Art. 2783 ter c.c.

26.

Certain taxes due to municipalities and provinces

Art. 2752, Paragraph IV, 2778
n. 20 c.c.
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ANNEX 10
VOTING FORM
a) VOTING FORM
NORTEL NETWORKS S.P.A (IN ADMINISTRATION)
b) Company number: REA no. 1307425
c) Registered office address: Via Senigallia n. 18/2, Milan North Park, 20161 Milan, Italy
d) Instructions for completing the Voting Form
The Voting Form comprises both Part A (Details of CVA Claim) and Part B (Creditor's Proxy Form).
If you are a creditor of the Company, please complete and submit Part A (Details of CVA Claim) in
advance of the Creditors' Meeting by no later than midday on 4 May 2017 or at the Creditors'
Meeting.
If you are a creditor of the Company and are unable or do not wish to attend the Creditors' Meeting,
please also complete and submit Part B (Creditor's Proxy Form) by no later than midday on 4 May
2017.
The forms may have two sides. If so, both sides should be completed and all relevant information
provided.
For questions relating to completion of this Voting Form, you may call +44 (0) 20 7951 6160 or
send an email to cva@emeanortel.com.
PART A
e) DETAILS OF CVA CLAIM

g) Instructions for completing this form

f) How to lodge
at

If you are a creditor of the Company, please
complete and submit this form.

or by completing this form and by sending a
scanned copy by email to cva@emeanortel.com

The forms may have two sides. If so, both
sides should be completed and all relevant
information provided.

This form may be submitted
https://cva.emeanortel.com

online

or by completing this form and sending it to
Nortel Networks, PO Box 4725, Maidenhead,
SL60 1HN United Kingdom.
If you wish to deliver the claim by hand please
contact the Administrators by phone or email for
separate address details.

For a claim to be valid, this form must be
signed by the creditor or by a person
authorised to act on his behalf.
Supporting documentation does not need to be
provided with this form but the Joint
Administrators may require you in future to
provide
any
information
necessary
to
substantiate your claim.
For questions relating to completion of this form,
you may call +44 (0) 20 7951 6160 or send an
email to cva@emeanortel.com.
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IN THE HIGH COURT OF JUSTICE

NO. 552 OF 2009

CHANCERY DIVISION
COMPANIES COURT
IN THE MATTER OF:
NORTEL NETWORKS S.P.A (IN ADMINISTRATION)
AND
IN THE MATTER OF THE INSOLVENCY ACT 1986

Lodgement of claim
(bg) "Предявяване на вземане"

(fr) «Production de créance»

(cs) "Přihlášení pohledávky"

(ga) “Taisceadh éilimh”

(da) »Anmeldelse af fordring«

(hr) „Poziv na prijavu tražbine ”

(de) „Anmeldung einer Forderung“

(hu) "Követelésbejelentés"

(el) «Αναγγελι΄α απαιτη΄σεως»

(it) «Insinuazione di credito»

(es) «Presentación de crédito»

(lt) "Reikalavimo pateikimas"

(et) "Nõude esitamine"

(lv) "Prasījuma iesniegums"

(fi) ”Saatavaa koskeva ilmoitus”

(mt) "Preżentazzjoni ta' talba"

1

Name of creditor at 14 January 2009

2

If the creditor is a company, give the creditor’s
registration number and country of registration

3

If the creditor has assigned all or part of his claim
since 14 January 2009, please provide the assignee’s
name

4

Address of creditor (or assignee) for correspondence
in respect of the claim

5

For convenience, name, telephone number (including
country code) and address for contact in respect of
the claim

6

Email address for contact

7

Is any party jointly liable for the debt?

(nl) „Indiening van een
schuldvordering”
(pl) "Zgłoszenie wierzytelności"
(pt) «Reclamação de crédito»
(ro) “Cerere de admitere a creanței”
(sk) "Prihláška pohľadávky"
(sl) "Prijava terjatve"
(sv) ”Anmälan av fordran”

YES / NO
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8

If so, identify the party or parties in question and
specify the nature of the claim against each one

9

Total amount of claim, including any Value Added
Tax or other sales tax and outstanding uncapitalised
interest as at the date the company went into
administration (14 January 2009). You should state
the claim in the currency in which it was incurred, and
may specify several claims in different currencies if
necessary

10

If amount(s) in section 9 above include any Value
Added Tax or other sales tax please state amount

11

If amount(s) in section 9 above include outstanding
uncapitalised interest please state amount and
provide details of the agreement or other basis by
which the interest has been incurred

12

Particulars of how and when debt incurred (if you
need more space append a continuation sheet to this
form

13

Please specify details of any document or other
evidence by reference to which your claim can be
substantiated:
Note that you may provide any document or other
evidence with this form

14

Particulars of any security held, including details of
the assets covered by the security, the value of the
security, and the date it was given.

15

Particulars of any reservation of title claimed in
respect of goods supplied to which the claim relates.

16

Are you claiming preferential status under English
insolvency law? If so, please provide details.

17

THIS BOX SHOULD REMAIN BLANK IF YOU ARE
NOT ASSERTING THAT YOUR CLAIM IS A LOCAL
PRIORITY CLAIM

YES / NO

Are you asserting a Local Priority Claim?
If so, please provide details of the priority you are
claiming as set out in Annex 9 (Local Priorities) of the
Proposal.
You must provide details of whether you are
asserting a Local Priority Claim and the detail of the
priority you are claiming as set out in Annex 9 (Local
Priorities). If you do not provide these details, your
Claim will be considered a Provable Claim (i.e. an
unsecured claim) in accordance with the CVA Terms.
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18

So far as you are aware, has anyone else filed a
Claim Form in relation to your claim?

YES / NO

If so, please provide details.
19

To receive dividends by direct payment, please
provide bank details. All dividends will be paid in
GBP. Please include the following information as
applicable:
Please tick to indicate where your bank account
is located

 Europe

 UK

 USA

 Other

Bank name
Bank account name
Bank account number
Sort code (UK accounts only)
IBAN number (if applicable)
BIC/SWIFT code (non-UK only)
Routing bank (US accounts only)
Bank special instructions (optional)
20

If you intend to submit Part A (Details of CVA Claim)
of this Voting Form prior to the Creditors' Meeting on
5 May 2017, please tick this box if you do not want
this to be deemed to be your Claim Form if the
Proposal for the CVA is approved

21

Signature of Creditor or person authorised to act
on his behalf

I do not wish this Voting Form to be
treated as my Claim Form if the CVA
is approved

Date
Name in BLOCK LETTERS
Position with or relation to Creditor
Address of person signing (if different from 4
above)
For official use only
Admitted to vote for

Admitted for dividend for

£

£

Date

Date

Chairman

Supervisor
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h)

PART B
CREDITOR'S PROXY FORM

i) How to lodge
This form may be submitted
https://cva.emeanortel.com

online

at

or by completing this form and returning it by
email to cva@emeanortel.com
or by completing this form and sending it to
Nortel Networks, PO Box 4725, Maidenhead,
SL60 1HN United Kingdom.
If you wish to deliver the claim by hand please
contact the Administrators by phone or email for
separate address details.
IT IS REQUESTED THAT THIS FORM BE
RETURNED BY NO LATER THAN MIDDAY
ON 4 MAY 2017.

j) Instructions for completing the Creditor's
Proxy Form
If you are a creditor of the Company and are
unable or do not wish to attend the Creditors'
Meeting, please complete and submit this
Creditor's Proxy Form (in addition to Part A
(Details of CVA Claim)).
The forms may have two sides. If so, both
sides should be completed and all relevant
information provided.
For questions relating to completion of this
Creditor's Proxy Form, you may call +44 (0) 20
7951
6160
or
send
an
email
to
cva@emeanortel.com.

IN THE HIGH COURT OF JUSTICE

NO. 552 OF 2009

CHANCERY DIVISION
COMPANIES COURT

IN THE MATTER OF:
NORTEL NETWORKS S.P.A (IN ADMINISTRATION)
AND
IN THE MATTER OF THE INSOLVENCY ACT 1986

k)
Notes
to
help
completion of the form
l) Please give full name
and
address
for
communication

Name of creditor:

Address:

m) Please insert name of
person (who must be 18
or over) or the "chairman
of the meeting" (see note
below). If you wish to
provide, for alternative
proxy-holders
in
the
circumstances that your
first choice is unable to
attend please state the

Name of proxy-holder:
1.
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name(s)
of
alternatives as well

the

If
you
appoint
the
chairman of the meeting
to be your proxy, you
must specifically direct the
chairman to vote either for
the approval, or for the
rejection
of,
the
resolutions.
If
the
chairman is appointed as
proxy, but is not given
specific directions on how
to vote, that vote will be
invalid.

n) Please delete words in
brackets if the proxyholder is only to vote as
directed i.e. they have, no
discretion

2.

3.

o) I appoint the above person to be my/the creditor's proxy-holder at the meeting of creditors
of the Company to be held on 5 May 2017, or at any adjournment of that meeting. The proxyholder is to propose or vote as instructed below [and in respect of any resolution for which no
specific instruction is given, may vote or abstain in their discretion].

p) Voting instructions for resolutions:

q) Please
appropriate

delete

as

r) 1. For the approval/rejection of the proposed company voluntary arrangement [with the
following modifications:-]

s) Any other resolutions
which the proxy-holder is
to propose or vote in
favour of or against
should be set out in
numbered paragraphs in
the space provided below
Paragraph 1. If more room
is required please use the
other side of this form.
You should not insert
anything in the space
provided unless you wish
to propose a formal
modification
to
the
proposed
company
voluntary arrangement or
you wish to vote on a
formal modification to the
proposed
company
voluntary
arrangement
proposed
by
another
creditor.
t) This form must be
signed

Signature:

Date:

u) Name in CAPITAL LETTERS:
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v) Only to be completed if
the creditor has not
signed in person

x) IT

w) Position with creditor or relationship to creditor or other authority for signature:

IS REQUESTED THAT THIS FORM BE RETURNED BY MIDDAY ON 4 MAY 2017.
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ANNEX 11
MEMBER'S PROXY FORM

How to lodge
This form may be submitted by completing this
form
and
returning
it
by email
to
cva@emeanortel.com
or by completing this form and sending it to
Nortel Networks, PO Box 4725, Maidenhead,
SL60 1HN United Kingdom.
If you wish to deliver the claim by hand please
contact the Administrators by phone or email for
separate address details.
IT IS REQUESTED THAT THIS FORM BE
RETURNED BY NO LATER THAN MIDDAY
ON 4 MAY 2017.

Instructions for completing the Member's
Proxy Form
If you are a Member of the Company and are
unable or do not wish to attend the Members'
Meeting, please complete and submit this
Member's Proxy Form.
The forms may have two sides. If so, both
sides should be completed and all relevant
information provided.
For questions relating to completion of this
Member's Proxy Form, you may call +44 (0) 20
7951
6160
or
send
an
email
to
cva@emeanortel.com.

IN THE HIGH COURT OF JUSTICE

NO. 552 OF 2009

CHANCERY DIVISION
COMPANIES COURT
IN THE MATTER OF:
NORTEL NETWORKS S.P.A (IN ADMINISTRATION)
AND
IN THE MATTER OF THE INSOLVENCY ACT 1986

Notes
to
help
completion of the form
Please give full name and
address
for
communication

Name of member:

Address:

Please insert name of
person (who must be 18
or over) or the "chairman
of the meeting" (see note
below). If you wish to
provide, for alternative
proxy-holders
in
the
circumstances that your
first choice is unable to
attend please state the
name(s)
of
the

Name of proxy-holder:
1.

2.
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alternatives as well
If
you
appoint
the
chairman of the meeting
to be your proxy, you
must specifically direct the
chairman to vote either for
the approval, or for the
rejection
of,
the
resolutions.
If
the
chairman is appointed as
proxy, but is not given
specific directions on how
to vote, that vote will be
invalid.

Please delete words in
brackets if the proxyholder is only to vote as
directed i.e. they have, no
discretion

3.

I appoint the above person to be my/the member's proxy-holder at the meeting of members of
the Company to be held on 5 May 2017, or at any adjournment of that meeting. The proxyholder is to propose or vote as instructed below [and in respect of any resolution for which no
specific instruction is given, may vote or abstain in their discretion].

Voting instructions for resolutions:

Please
delete
appropriate

as

1. For the approval/rejection of the proposed company voluntary arrangement [with the
following modifications:-]

Any other resolutions
which the proxy-holder is
to propose or vote in
favour of or against
should be set out in
numbered paragraphs in
the space provided below
Paragraph 1. If more room
is required please use the
other side of this form.
You should not insert
anything in the space
provided unless you wish
to propose a formal
modification
to
the
proposed
company
voluntary arrangement or
you wish to vote on a
formal modification to the
proposed
company
voluntary
arrangement
proposed
by
another
creditor.
This form must be signed

Signature:

Date:

Name in CAPITAL LETTERS:
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Only to be completed if
the member has not
signed in person

Position with member or relationship to member or other authority for signature:

IT IS REQUESTED THAT THIS FORM BE RETURNED BY NO LATER THAN MIDDAY ON 4
MAY 2017.
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ANNEX 12
EXPENSE APPLICATION AND DRAFT ORDER

PART A
APPLICATION

107

Form 7.1A
Rule 7.3

Form
7.1A

IN THE MATTER OF THE INSOLVENCY ACT 1986

Application Notice
*Delete as
applicable

*Name of company

Company number

NORTEL NETWORKS S.P.A

In the HIGH COURT OF JUSTICE,
CHANCERY DIVISION, COMPANIES
COURT

For court use only

Court case number: 552 of 2009

*Type of insolvency proceeding:
Administration

*Delete as
applicable
Between
Applicant

The Joint Administrators of Nortel
Networks S.p.A

and
Respondent
Is this application in insolvency proceedings which are already before the court?:
YES
If YES, please provideCourt reference number for the pending proceedings to which this application
relates
552 of 2009
(a) Insert name and
address of
applicant

For Office use

We, Alan Robert Bloom, Alan Michael Hudson, Stephen John Harris, Christopher
John Wilkinson Hill and David Martin Hughes of Ernst & Young LLP, 1 More London
Place, London, SE1 2AF (the Joint Administrators) in our capacity as the Joint
Administrators of the Company.

Intend to apply to the Judge on:Date

6 June 2017
hours

Time

TBC

Place

(b) State clearly
what order you are
seeking. Briefly set
out why you are
seeking the order
and what evidence
you rely on in
support of this
application

(c) State the names
and addresses of
the persons
intended to be
served

For an order that (b)

Provides the relief set out in the draft order annexed to this Application Notice, or for
such other relief as the Court sees fit.

It is not intended to serve any person with this application.

Date

Signed:
SOLICITOR FOR THE APPLICANT

If you do not attend, the court may make such order as it thinks just.

PART B
DRAFT ORDER
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IN THE HIGH COURT OF JUSTICE
CHANCERY DIVISION
COMPANIES COURT
The Honourable Mr Justice Snowden
Date: [ ]
IN THE MATTER OF NORTEL NETWORKS S.P.A (IN ADMINISTRATION)
AND IN THE MATTER OF THE INSOLVENCY ACT 1986

Draft/ORDER

UPON THE APPLICATION of Alan Robert Bloom, Alan Michael Hudson, Stephen John Harris and
Christopher John Wilkinson Hill of Ernst & Young LLP, the joint administrators of Nortel Networks
S.P.A (in administration) (the “Company”) (the “Joint Administrators”)
AND UPON HEARING William Trower QC and Alexander Riddiford for the Joint Administrators
AND UPON READING the seventeenth witness statement of Alan Robert Bloom dated [ ] and the
exhibits thereto ("Bloom 17")
IT IS ORDERED THAT:
A.

Explanatory Letter

(1)

On or before 13 June 2017 the Joint Administrators:
(a)

send a letter in the form provided for in Annex I to this Order (the "Explanatory
Letter") and a copy of the demand form provided for in Annex II to this Order (the
“Demand Form”) to all persons known by the Joint Administrators to have or
assert (or to be likely to assert) an Expense Claim (as defined in the Demand
Form), save for those creditors whose claims are included in the draft List of
Accepted Expense Claims (as defined in paragraph (2) below) which is set out in
Schedule IV to Bloom 17; and

(b)

do advertise in the publications identified in Section C(a)(ii) of Bloom 17 (or in each
case, if circumstances so require, an equivalent publication) a notice in the form
provided for in Annex III to this Order.

B.

Expense Claim Bar Date

(2)

The Joint Administrators shall apply the Company’s assets in discharge of any Expense
Claim which may be accepted by them in the ordinary course of the administration and is
included on the list of accepted Expense Claims (the “List of Accepted Expense
Claims”), a draft of which is set out in Schedule IV to Bloom 17. The List of Accepted
Expense Claims is to be uploaded on to the website www.emeanortel.com and updated
from time to time as required.

(3)

The Joint Administrators shall apply the Company’s assets in discharge of any Expense
Claim if and to the extent that:
(a)

a completed Demand Form has been received by the Joint Administrators prior to
the date which is the later of (i) 13 December 2017 and (ii) 12 weeks after the date
of receipt by the Joint Administrators of the monies to which the Company is
entitled under the terms of the global settlement which was sanctioned by this
Court on 3 November 2016 (the “Global Settlement”) (the “Bar Date”); and

(b)

it has been determined that the Expense Claim is to be admitted as such, either in
the amount claimed or in such other amount as may be determined.

(4)

In the event that a claimant makes an Expense Claim in accordance with paragraph (3)(a)
above and the Joint Administrators reject that claim or determine it in some other amount,
the Joint Administrators: (a) shall take such steps as they consider appropriate to agree the
existence (or otherwise) and the amount of the Expense Claim with the claimant and (b) in
the absence of agreement shall make an application to Court for directions pursuant to
paragraph 63 of Schedule B1 of the Insolvency Act 1986 (the “1986 Act”) (“Schedule B1”)
as to whether they should make a payment in respect of that Expense Claim, and if so in
what amount.

C.

Late Expense Claims

(5)

Without prejudice to paragraph (7) below, if:
(a)

A completed Demand Form in respect of an asserted Expense Claim is received by
the Joint Administrators on or after the Bar Date (each a “Late Expense Claim”);
and

(b)

It has been determined, subject to the provision set out at paragraph (6) below,
that the Late Expense Claim is to be admitted as such either in the amount claimed
or in such other amount as may be determined,

then the Joint Administrators shall pay that Late Expense Claim (to the extent that it has
been admitted) pari passu with any outstanding Expense Claim (subject to paragraph 7(b)
below), provided that the payment in respect of that Late Expense Claim would be made
only out of those funds of the Company which (as at the time of the payment) had not yet
been applied or distributed or reserved pursuant to paragraphs (2), (3), (7)(a), or this
paragraph (5).

(6)

If a claimant makes a Late Expense Claim in accordance with paragraph (5) above and the
Joint Administrators reject that claim or determine it in some other amount, the Joint
Administrators (a) shall take such steps as they consider appropriate to agree the
existence (or otherwise) and amount of the Late Expense Claim with the claimant and (b)
in the absence of agreement shall make an application to Court for directions pursuant to
paragraph 63 of Schedule B1 as to whether they should be permitted to make a payment
in respect of that Late Expense Claim, and if so in what amount.

D.

Distribution and Reserve

(7)

The Joint Administrators:
(a)

shall be at liberty to treat the balance of the Company’s assets following their
application in accordance with paragraphs (2), (3) and (5) above, and making such
reserve as may be required to ensure payment in full of any (including any
disputed) Expense Claim of which they are aware and any future Expense Claim
which they foresee at that time, as being available to be paid over to the supervisor
or supervisors of any company voluntary arrangement which may be approved in
respect of the Company pursuant to the relevant provisions of Part I of the 1986
Act; and
(b) if they receive a Demand Form in respect of a Late Expense Claim after one or
more distribution has already been made under paragraph (7)(a) above and it is
determined that it is to be admitted, shall pay that Late Expense Claim pari passu
with any other Late Expense Claim then outstanding which has not been reserved
for, if and to the extent that there are funds available to do so, and provided that
the payment in respect of that Late Expense Claim would be made only out of
those funds of the Company which (as at the time of the payment) had not yet
been applied or distributed or reserved pursuant to paragraphs (2), (3), (5) or (7)(a)
above.

E.

Costs

(8)

The costs of and incidental to this application be paid as an expense of the Company’s
administration.

Service of the order
The court has sent sealed copies of this order to:
Herbert Smith Freehills LLP of Exchange House, Primrose Street, London EC2A 2EG.

ANNEX I – EXPLANATORY LETTER
[EY letter headed paper]
[●] 2017

Dear Sir / Madam
Re Nortel [●] ("the Company")
This letter requires you to take action if you consider that you have a claim for the payment
of a debt or liability as an expense in the administration in the manner provided for under
English law, including pursuant to any of paragraph 99 of Schedule B1 of the Insolvency Act
1986 or Rules 3.50 or 3.51 of the Insolvency (England & Wales) Rules 2016 (an “Expense
Claim”), where such claim has not been agreed by the Administrators.
Nothing in this letter affects your pre-appointment claims (including as an unsecured
creditor). This letter only relates to creditors who believe they have an Expense Claim. For
all other claims, including unsecured claims, please contact the Joint Administrators. To the
extent you have already lodged a proof of debt, that claim will not be impacted by the
matters referred to in this letter
We are writing to you in our capacity as Joint Administrators of the Company.
We refer to the notice published on the website www.emeanortel.com on [●] (the "Notice").
In the Notice, the Joint Administrators informed creditors that an application would be heard by Mr
Justice Snowden in the High Court on 6 June 2017.
As referred to in the Notice, the Joint Administrators made an application for directions in relation to
the proper distribution of the assets of the Company.
On [●] 2017 Mr Justice Snowden gave directions which, in summary, enable the Joint
Administrators:
(a) to pay:
i. those Expense Claims which are accepted by the Joint Administrators in the ordinary
course of the administration and are included on a list of accepted Expense Claims
(the “List of Accepted Expense Claims”), which has now been uploaded on to the
website www.emeanortel.com (and which is to be updated from time to time as
required). A draft of the List of Accepted Expense Claims was set out in Schedule IV to
Mr Alan Robert Bloom’s seventeenth witness statement;
ii. any Expense Claim in respect of which a Demand Form is received by the Joint
Administrators prior to the Bar Date (the Bar Date being whichever date is the later of
(i) 13 December 2017 and (ii) 12 weeks after the date of receipt by the Joint
Administrators of the monies to which the Company is entitled under the terms of the
global settlement which was sanctioned by the Court on 3 November 2016 (the
“Global Settlement”)), if and to the extent to that such Expense Claim is admitted by
the Joint Administrators to be payable as an expense of the administration; and
iii. any Expense Claim in respect of which a Demand Form is received by the Joint
Administrators on or after the Bar Date (a "Late Expense Claim"), if and to the extent
that such Late Expense Claim is admitted by the Joint Administrators to be payable as
an expense of the administration, but without disturbing: (i) any distributions that have
already been made (either to unsecured creditors or in respect of other Expense
Claims); or (ii) any reserve already made in respect of any other (including any
disputed) Expense Claim; and

(b) to treat the balance of the assets of the Company, subject to such payments and/or
reserve that they may have already made (see sub-paragraph (a) above), as thereafter
being funds available for distribution to unsecured creditors.
If you consider you have an Expense Claim and it has not been included on the List of
Accepted Expense Claims, you should send the Joint Administrators a completed Demand
Form (enclosed), stating on what basis and in what amount you make that claim. Any
Demand Form should be submitted as soon as possible and in any event it must be
received by the Joint Administrators prior to the Bar Date, in default of which the Expense
Claim shall be treated as a Late Expense Claim.
Please note that it is possible that any such Late Expense Claim will not be paid, subject to
the Joint Administrators’ qualified liberty to pay Late Expense Claims.
Yours faithfully
[●]
Joint Administrator
Enclosure

ANNEX II – EXPENSE DEMAND FORM

DEMAND FORM
Nortel [●] (in administration) (the "Company")
This Demand Form is for Expense Claims only.
Expense Claims are a specific category of claims arising under English Law. "Expense Claim"
means any claim that ranks as an expense of the administration in the manner provided for under
English law, including but not limited to:
(a) paragraph 99 of Schedule B1 to the Insolvency Act 1986; and
(b) Rules 3.50 and 3.51(2) of the Insolvency (England and Wales) Rules 2016.
Expense Claims may include, for example, any fees, costs, charges and other expenses incurred
after 14 January 2009 and during the course of the administration. Expense Claims are payable out
of the assets of the company before any payments to preferential creditors, unsecured creditors or
members. A person asserting an Expense Claim is an "Expense Creditor".
You should seek independent legal advice if you are unclear on whether your claim is an Expense
Claim.
As set out in the order of the English Court dated [●] 2017, if you consider that you have an
Expense Claim against the Company, you must complete, sign and return this form to the
Administrators so that it is received on or before [DATE] 2017. If your Demand Form is
received after this date, it is possible that your Expense Claim will not be paid.
For all other claims, including unsecured claims which are dealt with under the terms of the
Company's CVA, please complete the Claim Form provided by the Supervisors. Further information
on the CVA (including a copy of the Claim Form) is available at https://cva.emeanortel.com.

Details of Expense Creditor
Name of Expense Creditor (please give full legal name and company number if applicable)

Contact name (if different from above)

Address of Expense Creditor (if the Expense Creditor is a company, this should be the registered address)

City

Country

Telephone
Email address
Expense Claim
Currency
Amount of Expense Claim (please also state the amount of any tax or interest which is applicable)

Details of Expense Claim (please use a continuation sheet if necessary and attach any supporting documentation)

Details of why your claim is an Expense Claim, rather than some other category of claim (such as a
provable debt) under English law

I confirm that the information I have given in this Demand Form is true to the best of my
knowledge and belief.
Signature

Date
Name in BLOCK LETTERS
Position with or relation to Expense Creditor
Address of person signing (if different from
above)

Please return this signed Demand Form to the Administrators by email
to claims@emeanortel.com or by post to the below address, in each case so that it is
received on or before [●] 2017.
The Administrators of Nortel [●] (in administration)
Nortel Networks

PO Box 4725
Maidenhead
SL60 1HN
United Kingdom
If you wish to deliver this Demand Form by hand please contact the Administrators by phone or
email for separate address details.
For an Expense Claim to be valid, this Demand Form must be signed by the person asserting the
Expense Claim or by a person authorised to act on his behalf.
Supporting documentation does not need to be provided with this form but the Administrators may
require you in future to provide any information necessary to substantiate your Expense Claim.
It is possible that you will not receive a payment for an Expense Claim if your Demand Form
is received by the Administrators after [●] 2017.
For questions relating to completion of this Demand Form, you may call +44 (0)20 7951 6160 or
send an email to claims@emeanortel.com.

ANNEX III – FORM OF PROPOSED ADVERTISEMENT
IN THE HIGH COURT OF JUSTICE

NO. [●] OF 2009

CHANCERY DIVISION
COMPANIES COURT
IN THE MATTER OF:
NORTEL [●] (IN ADMINISTRATION)
AND
IN THE MATTER OF THE INSOLVENCY ACT 1986
NOTICE OF EXPENSE CLAIM BAR DATE PURSUANT TO ORDER DATED [●] 2017
TO: ALL EXPENSE CREDITORS
[DATE]
Notice is hereby given by Alan Robert Bloom, Stephen John Harris, Alan Michael Hudson and
Christopher John Wilkinson Hill of Ernst & Young LLP (the "Joint Administrators") of an order of
Mr Justice Snowden dated [●] 2017, the effect of which is that persons considering that they have a
claim for the payment of a debt or liability as an expense in the administration (an “Expense
Claim”) which has not been agreed by the Joint Administrators, such persons should send the
Joint Administrators a completed Demand Form. Certain Expense Claim creditors are not required
to file a Demand Form. The list of those creditors who are not affected by the terms of the order is
provided on www.emeanortel.com.
For further information, contact details and Demand Forms, please visit www.emeanortel.com.
Any Demand Form should be submitted to the Joint Administrators as soon as possible and in any
event it must be received by the Joint Administrators prior to [●] 2017, in default of which the
Expense Claim shall be treated as a Late Expense Claim. Please note that it is possible that any
such Late Expense Claim will not be paid, subject to the Joint Administrators’ qualified liberty to
pay Late Expense Claims.
Demand Forms should be submitted, together with relevant supporting documents to The
Administrators of Nortel [●] (in administration), Nortel Networks, PO Box 4725, Maidenhead, SL60
1HN, United Kingdom. Alternatively, you can email a completed Demand Form
to claims@emeanortel.com.

ANNEX 13
NOTICE OF EFFECTIVE DATE
IN THE HIGH COURT OF JUSTICE

NO. 552 OF 2009

CHANCERY DIVISION
COMPANIES COURT
IN THE MATTER OF:
NORTEL NETWORKS S.P.A (IN ADMINISTRATION)
AND
IN THE MATTER OF THE INSOLVENCY ACT 1986
COMPANY VOLUNTARY ARRANGEMENT under Part I of the Insolvency Act 1986
NOTICE OF EFFECTIVE DATE
TO: ALL CREDITORS
[DATE]
Notice is hereby given in accordance with section 4(6) of the Insolvency Act 1986, Rule 1.24(4) of
the Insolvency Rules 1986 and Clause 3.2 (Immediately Effective Provisions) of the Terms of the
Proposal for a company voluntary arrangement in respect of the Company dated 5 April 2017
which was approved at a creditors' and members' meeting on [●] 2017 (the "Proposal")
(capitalised terms used in which shall have the same meaning in this notice) that the Effective Date
occurred on [●] 2017.

………………………………………………..
[name] on behalf of the Supervisors
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ANNEX 14
IMPLEMENTATION LETTER

THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION
To [all known creditors]
[●] 2017
Dear Sirs,
Nortel Networks S.p.A (in administration) (the "Company")
We write to update you in respect of the Proposal for the company voluntary arrangement in
respect of the Company (the "CVA"). Capitalised terms used in this letter have the same meaning
as set out in Annex 1 (Definitions and Interpretation) of the CVA.
Effective Date
In accordance with the Terms of the CVA, the Effective Date occurred on [●] 2017.
Implementation Date
Pursuant to Clause 4 of the Terms, we hereby give notice that the Implementation Date occurred
on [●] 2017. Enclosed with this letter is a copy of the Notice of Implementation.
Bar Date
Creditors are reminded that in accordance with Clause 10.2 (Bar Date) of the CVA Terms, the Bar
Date for the submission of claims is [●] 2017. A creditor must submit its Claim Form on or before
this date. A creditor may not receive a payment in respect of a Claim Form received by the
Supervisors after the Bar Date.
Your claim
[Deemed submission Voting Form in accordance with Clause [10.3.1]]
According to the Supervisors' records, you submitted a Voting Form for the purposes of voting at
the Creditors' Meeting in which you did not state that the Voting Form should not be treated as your
Claim Form. In accordance with Clause 10.3.1 of the Terms, your Voting Form shall be deemed to
be your Claim Form. Unless you wish to submit a Claim Form for any reason, you do not need to
take any further action and the Supervisors shall proceed to determine whether to admit or reject
(in whole or in part) your claim on the basis of your Voting Form.
[Deemed submission of Informal Proof in accordance with Clause [10.3.2]].
According to the Administrators' records, you submitted an Informal Proof during the informal proof
process carried out by the Administrators in 2010 and have not subsequently submitted a Voting
Form or a Claim Form. In accordance with Clause 10.3.2 of the Terms, your Informal Proof shall be
deemed to be your Claim Form. Details of your claim are on page [4] of this letter. Unless you wish
to submit a Claim Form for any reason, you do not need to take any further action and the
Supervisors shall proceed to determine whether to admit or reject (in whole or in part) your claim
on the basis of your Informal Proof. If you wish to submit a Claim Form for the purposes of the
CVA, Claim Forms are available on https://cva.emeanortel.com. A Claim Form is also enclosed
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with this letter. Please note that before any payment is made, you will need to provide the
Supervisors with bank details for payment. Please contact us on the details below with your
payment details.
[Deemed submission of Small Debts in accordance with Clause [10.3.3]]
According to the Company's accounting records, you are owed a debt of less than £1000. You did
not submit an Informal Proof during the informal proof process carried out by the Administrators in
2010 and have not submitted a Voting Form or a Claim Form as part of the CVA. Being less than
£1000, the debt you are owed is a Small Debt for the purposes of the CVA. Details of your claim
are on page [4] of this letter. Unless you wish to submit a Claim Form for any reason, you do not
need to take any further action and your debt shall be an Allowed Claim at the amount set out in
this letter in accordance with Clause 10.3.3 of the Terms. Please note that before any payment is
made, you will need to provide the Supervisors with bank details for payment. Please contact us on
the details below with your payment details.
[Where the Supervisors have not received a Voting Form/Claim Form/Informal Proof or the
Administrators have no record of a Small Debt]
According to the Supervisors' records, you have not submitted a Claim Form. If you wish to submit
a Claim Form for the purposes of the CVA, Claim Forms are available on
https://cva.emeanortel.com. A Claim Form is also enclosed with this letter. If you consider that you
have a claim, you must complete this Claim Form and return it so that it is received by the
Supervisors on or before the Bar Date of [●] 2017. You may not receive a Distribution if your Claim
Form is not received by the Supervisors on or before the Bar Date.
[Where the CVA Creditor opted for their Voting Form not to be deemed their Claim Form]
According to the Supervisors' records, you submitted a Voting Form for the purposes of voting at
the Creditors' Meeting in which you stated that the Voting Form should not be treated as your Claim
Form. If you wish to submit a Claim Form for the purposes of the CVA, Claim Forms are available
on https://cva.emeanortel.com. A Claim Form is also enclosed with this letter. You must complete
this Claim Form and return it so that it is received by the Supervisors on or before the Bar Date of
[●] 2017. You may not receive a Distribution if your Claim Form is not received by the Supervisors
on or before the Bar Date.
[Where the Supervisors have received a Claim Form]
According to the Supervisors' records, you have submitted a Claim Form. You do not need to take
any further action and the Supervisors shall proceed to determine whether to admit or reject (in
whole or in part) your claim on the basis of your Claim Form.
Expense Application
We confirm that [details of any order in respect of Expense Creditors made by the English Court at
or following the hearing on 6 June 2017 and provide an expense claim form if required by the
order].
Further information regarding the CVA is available on https://cva.emeanortel.com. If you have any
questions on the CVA, your claim or how to submit a Claim Form then please ring the CVA helpline
on +44 (0) 20 7951 6160 or contact us by email on cva@emeanortel.com.
Yours faithfully
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[insert name of signatory]
on behalf of the Supervisors
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[If the Supervisors have received an Informal Proof or the CVA Creditor has a Small Debt]
DETAILS OF YOUR CLAIM
The Supervisors have reviewed [your Informal Proof][the Company's accounting records showing
that you are owed a Small Debt] and understand your claim to be as follows:
Creditor's name: [●]
Claim amount: [●]

[If the Supervisors have received an Informal Proof] If the details of your claim as set out above are
correct, you need take no further action and the Supervisors shall proceed to determine whether to
admit or reject (in whole or in part) your claim on the basis of your Informal Proof.
[If the claim is a Small Debt] If the details of your claim set out above are correct, you need take no
further action and your debt shall be an Allowed Claim at the amount set out above in accordance
with Clause 10.3.3 of the Terms.
Please note that before any payment is made, you will need to provide the Supervisors with bank
details for payment.
Should you disagree with the details of your claim set out above, please submit a Claim Form
together with documentary evidence to support any revised figures to the Supervisors on or before
the Bar Date of [●] 2017. Claim Forms are available on https://cva.emeanortel.com
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ANNEX 15
NOTICE OF IMPLEMENTATION DATE
IN THE HIGH COURT OF JUSTICE

NO. 552 OF 2009

CHANCERY DIVISION
COMPANIES COURT
IN THE MATTER OF:
NORTEL NETWORKS S.P.A (IN ADMINISTRATION)
AND
IN THE MATTER OF THE INSOLVENCY ACT 1986
COMPANY VOLUNTARY ARRANGEMENT under Part I of the Insolvency Act 1986
NOTICE OF IMPLEMENTATION DATE
TO: CVA CREDITORS
[DATE]
Notice is hereby given in accordance with Clause 4.3 (Implementation Date) of the Terms of the
Proposal for a company voluntary arrangement in respect of the Company dated 5 April 2017
which was approved at a creditors' and members' meeting on [●] 2017 (the "Proposal")
(capitalised terms used in which shall have the same meaning in this notice) that the
Implementation Date occurred on [●] 2017.

………………………………………………..
[name] on behalf of the Supervisors
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ANNEX 16
CLAIM FORM

Instructions for completing this form

How to lodge
at

If you are a creditor of the Company, please
complete and submit this form.

or by completing this form and by sending a
scanned copy by email to cva@emeanortel.com

The forms may have two sides. If so, both
sides should be completed and all relevant
information provided.

This form may be submitted
https://cva.emeanortel.com

online

or by completing this form and sending it to
Nortel Networks, PO Box 4725, Maidenhead,
SL60 1HN United Kingdom.
If you wish to deliver the claim by hand please
contact the Administrators by phone or email for
separate address details.
THIS FORM MUST BE RETURNED BY [Bar
Date] 2017.

For a claim to be valid, this form must be
signed by the creditor or by a person
authorised to act on his behalf.
Supporting documentation does not need to be
provided with this form but the Joint
Administrators may require you in future to
provide
any
information
necessary
to
substantiate your claim.
For questions relating to completion of this form,
you may call +44 (0) 20 7951 6160 or send an
email to cva@emeanortel.com.

IN THE HIGH COURT OF JUSTICE

NO. 552 OF 2009

CHANCERY DIVISION
COMPANIES COURT
IN THE MATTER OF:
NORTEL NETWORKS S.P.A (IN ADMINISTRATION)
AND
IN THE MATTER OF THE INSOLVENCY ACT 1986

Lodgement of claim
(bg) "Предявяване на вземане"

(fr) «Production de créance»

(cs) "Přihlášení pohledávky"

(ga) “Taisceadh éilimh”

(da) »Anmeldelse af fordring«

(hr) „Poziv na prijavu tražbine ”

(de) „Anmeldung einer Forderung“

(hu) "Követelésbejelentés"

(el) «Αναγγελι΄α απαιτη΄σεως»

(it) «Insinuazione di credito»

(es) «Presentación de crédito»

(lt) "Reikalavimo pateikimas"

(et) "Nõude esitamine"

(lv) "Prasījuma iesniegums"

(fi) ”Saatavaa koskeva ilmoitus”

(mt) "Preżentazzjoni ta' talba"

(nl) „Indiening van een
schuldvordering”
(pl) "Zgłoszenie wierzytelności"
(pt) «Reclamação de crédito»
(ro) “Cerere de admitere a creanței”
(sk) "Prihláška pohľadávky"
(sl) "Prijava terjatve"
(sv) ”Anmälan av fordran”
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1

Name of creditor at 14 January 2009

2

If the creditor is a company, give the creditor’s
registration number and country of registration

3

If the creditor has assigned his claim since 14
January 2009, please provide the assignee’s
name

4

Address of creditor (or assignee)
correspondence in respect of the claim

5

For convenience, name, telephone number
(including country code) and address for contact
in respect of the claim

6

Email address for contact

7

Is any party jointly liable for the debt?

8

If so, identify the party or parties in question and
specify the nature of the claim against each one

9

Total amount of claim, including any Value
Added Tax or other sales tax and outstanding
uncapitalised interest as at the date the
company went into administration (14 January
2009). You should state the claim in the
currency in which it was incurred, and may
specify several claims in different currencies if
necessary

10

If amount(s) in section 9 above include any
Value Added Tax or other sales tax please state
amount

11

If amount(s) in section 9 above include
outstanding uncapitalised interest please state
amount and provide details of the agreement or
other basis by which the interest has been
incurred

12

Particulars of how and when debt incurred (if
you need more space append a continuation
sheet to this form

13

Please specify details of any document or other
evidence by reference to which your claim can
be substantiated:

for

YES / NO

Note that you may provide any document or
other evidence with this form
14

Particulars of any security held, including details
of the assets covered by the security, the value
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of the security, and the date it was given.
15

Particulars of any reservation of title claimed in
respect of goods supplied to which the claim
relates.

16

Are you claiming preferential status under
English insolvency law? If so, please provide
details.

17

THIS BOX SHOULD REMAIN BLANK IF YOU
ARE NOT ASSERTING THAT YOUR CLAIM IS
A LOCAL PRIORITY CLAIM

YES / NO

Are you asserting a Local Priority Claim?
If so, please provide details of the priority you
are claiming as set out in Annex 9 (Local
Priorities) of the Proposal.
You must provide details of whether you are
asserting a Local Priority Claim and the detail of
the priority you are claiming as set out in Annex
9 (Local Priorities). If you do not provide these
details, your Claim will be considered a
Provable Claim (i.e. an unsecured claim) in
accordance with the CVA Terms.
18

So far as you are aware, has anyone else filed a
Claim Form in relation to your claim?

YES / NO

If so, please provide details.
19

To receive dividends by direct payment, please
provide bank details. All dividends will be paid in
GBP. Please include the following information
as applicable:
Please tick to indicate where your bank account
is located

 Europe

 UK

 USA

 Other

Bank name
Bank account name
Bank account number
Sort code (UK accounts only)
IBAN number (if applicable)
BIC/SWIFT code (non-UK only)
Routing bank (US accounts only)
Bank special instructions (optional)
20

Signature of Creditor or person authorised
to act on his behalf
Date

128

Name in BLOCK LETTERS
Position with or relation to Creditor
Address of person signing (if different from
4 above)
For official use only

Admitted for dividend for
£
Date
Supervisor

THIS FORM MUST BE RETURNED BY [Bar Date] 2017.
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ANNEX 17
NOTICE OF TERMINATION
IN THE HIGH COURT OF JUSTICE

NO. 552 OF 2009

CHANCERY DIVISION
COMPANIES COURT
IN THE MATTER OF:
NORTEL NETWORKS S.P.A (IN ADMINISTRATION)
AND
IN THE MATTER OF THE INSOLVENCY ACT 1986
COMPANY VOLUNTARY ARRANGEMENT under Part I of the Insolvency Act 1986

NOTICE OF TERMINATION
TO: CVA CREDITORS
[DATE]
Notice is hereby given in accordance with Clause 35 (Termination) of the Terms of the Proposal for
a company voluntary arrangement in respect of the Company dated 5 April 2017 (the "Proposal")
(capitalised terms used in which shall have the same meaning in this notice) that the CVA has
been terminated with effect from [●].

………………………………………………..
[name] on behalf of the Supervisors
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ANNEX 18
CVA RELEASE DEED POLL

DATED………………………….. 2017

THE CVA CREDITORS
NORTEL NETWORKS S.P.A (IN ADMINISTRATION)
THE JOINT ADMINISTRATORS

CVA RELEASE DEED POLL

Herbert Smith Freehills LLP
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THIS DEED POLL OF RELEASE is made on

2017

BY:
(1)

THE CVA CREDITORS, as defined in the Terms and each acting by its agents and
attorneys as appointed pursuant to the Terms,

IN FAVOUR OF:
(2)

NORTEL NETWORKS S.P.A (IN ADMINISTRATION), a company incorporated in Italy
with registered number REA no. 1307425 and whose registered office is at Via Senigallia
n. 18/2, Milan North Park, 20161 Milan, Italy (the "Company"); and

(3)

ALAN BLOOM, STEPHEN HARRIS, ALAN HUDSON, and CHRISTOPHER HILL of
ERNST & YOUNG LLP, 1 More London Place, London SE1 2AF, appointed to act as
administrators of the Company (the "Administrators"),

each of whom is referred to in this Deed Poll as a "Party", or together "the Parties".
WHEREAS:
(1)

The Company has entered into a company voluntary arrangement with the CVA Creditors
under Part 1 of the Insolvency Act, such arrangement having been implemented in
accordance with its terms on the Implementation Date being [●] 2017 (the "CVA").

(2)

Each of the CVA Creditors has authorised the Administrators to enter into, execute and
deliver this Deed Poll in connection with the CVA in accordance with Clause 33 (Releases)
of the Terms.

IT IS AGREED as follows:
1.

DEFINITIONS AND INTERPRETATIONS
Unless otherwise defined in this Deed Poll or the context otherwise requires, words and
expressions defined in Part A (Definitions) of Annex 1 (Definitions and Interpretation) of the
CVA shall have the same meaning when used in this Deed Poll unless the context
otherwise requires and Part B (Interpretation) or Annex 1 (Definitions and Interpretation) of
the CVA shall apply as if set out in full in this Clause 1 (Definitions and Interpretations).

2.

RELEASES AND WAIVERS

2.1

Subject to Clause 2.3, each CVA Creditor and any other person who would have been a
CVA Creditor had they filed a Claim Form hereby irrevocably and unconditionally releases
and discharges each of the Administrators, their firm, fellow members, partners, directors
and employees, the legal and other professional advisers to the Administrators, their firms,
fellow members, partners and employees to the fullest extent permissible by applicable law
from and waives any Debt or liability (whether present, future, prospective or contingent)
arising (in the absence of fraud or wilful default) in connection with their acts, omissions or
defaults as Administrators or advisers and the preparation, negotiation, execution and
implementation of the Settlement Documents and the CVA or any matter ancillary to the
Settlement Documents and the CVA including (without limitation) in relation to:
2.1.1

causing the Company to continue to trade after the Administration Date;

2.1.2

the conduct of the Company’s trading after the Administration Date;

2.1.3

causing the Company to enter into any agreements after the Administration Date,
including but not limited to the:
(A)

Interim Funding and Settlement Agreement;

(B)

Business Sales;

(C)

CVA Cost Sharing Agreement;

(D)

Agreement Settling EMEA Canadian Claims; and

(E)

Agreement Settling US Claims; and
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2.1.4

the conduct of any litigation including without limitation the Allocation Dispute and
the Claims Litigation.

2.2

Subject to Clause 2.3, the Company shall for all purposes be released and discharged from
and in respect of any CVA Claim to the extent that it is not an Allowed Claim or a Disputed
Claim (including a CVA Claim which is disallowed following determination under the
Dispute Resolution Procedure or withdrawn). Barred Claims shall not be released but shall
not be paid other than in accordance with the Terms. Any claim which is rejected by the
Administrators pursuant to Clause 12 (Admission of CVA Claims) shall be released to the
extent that it is not allowed for payment pursuant to the Dispute Resolution Procedure.

2.3

The releases in Clauses 2.1 and 2.2 will take effect in respect of the relevant CVA Creditor
on the Implementation Date.

2.4

Notwithstanding anything to the contrary in this Deed Poll, the Company's obligations
pursuant to the Settlement Documents are not released pursuant to this Deed Poll.

3.

EXECUTION, COUNTERPARTS AND AMENDMENT

3.1

This Deed Poll has been executed as a deed and is delivered and takes effect on the date
stated at the beginning of it.

3.2

This Deed Poll may be executed in any number of counterparts, and by each of the Parties
on separate counterparts. Each counterpart is an original, but all counterparts shall
together constitute one and the same instrument. Delivery of a counterpart of this Deed
Poll by e-mail attachment or telecopy shall be an effective mode of delivery.

3.3

This Deed Poll may not be amended, varied, or modified nor any provision waived except
with prior written consent of each party to this Deed Poll provided that any amendment
which adversely affects the rights of a person who is a beneficiary of a release or waiver
hereunder but is not a party hereto may not be made without that person's prior written
consent.

3.4

In the event that any release or waiver given by a party hereto (the "Releasor") in favour
of another party hereto or other beneficiary hereunder (the "Releasee") is found by a court
of competent jurisdiction to be unenforceable (an "Unenforceable Release"), the
Releasor agrees that it shall not (and shall not instruct, encourage or support any other
person to) bring or join any action, claim or suit or other proceedings of any kind against
the Releasee in relation to or arising out of any matter or thing which was the subject of
such Unenforceable Release.

4.

INVALIDITY
Each of the provisions of this Deed Poll is severable. If any such provision is held to be or
becomes invalid or unenforceable in any respect under the law of any jurisdiction, it shall
have no effect in that respect and the Parties shall use all reasonable efforts to replace it in
that respect with a valid and enforceable substitute provision the effect of which is as close
to its intended effect as possible.

5.

THIRD PARTY ENFORCEMENT RIGHTS

5.1

The specified third party beneficiaries of the releases, waivers, undertakings and/or
commitments referred to in Clause 2 shall, in each case, have the right to enforce the
relevant terms by reason of the Contracts (Rights of Third Parties) Act 1999. The rights of
any such third party beneficiary are subject to the other terms and conditions of this Deed
Poll.

5.2

Except as provided in Clause 5.1, a person who is not a party to this Deed Poll shall have
no right under the Contracts (Rights of Third Parties) Act 1999 to enforce any of its terms.

6.

GOVERNING LAW AND JURISDICTION

6.1

This Deed Poll and any non-contractual obligations arising out of or in connection with it
shall be governed by, and construed in accordance with, English law.

133

6.2

The courts of England shall have exclusive jurisdiction to settle any dispute including a
dispute relating to non-contractual obligations arising out of or in connection with this Deed
Poll.

6.3

The English courts are the most appropriate and convenient courts to settle any such
dispute in connection with this Deed Poll. Each of the Parties irrevocably waives any right
that it may have to object to an action being brought in those Courts, to claim that the
action has been brought in an inconvenient forum, or to claim that those Courts do not
have jurisdiction.

6.4

References in this Clause 6 to a dispute in connection with this Deed Poll include any
dispute as to the existence, validity or termination of this Deed Poll.

IN WITNESS whereof this Deed Poll has been duly executed and delivered as a Deed Poll on the
date first above written.
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SIGNATURE PAGE
THE CVA CREDITORS
EXECUTED AS A DEED POLL
by ____________________________
of Ernst & Young LLP, in his capacity as
Supervisor for and on behalf of the
CVA CREDITORS in the presence of:

)
)
)

____________________________

Signature of witness

Name of witness

Address of witness
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ANNEX 19
DEED POLL TERMINATION
2017
NORTEL NETWORKS UK LIMITED (IN ADMINISTRATION)
NORTEL NETWORKS S.A. (IN ADMINISTRATION)
NORTEL NETWORKS (IRELAND) LIMITED (IN ADMINISTRATION)
NORTEL GMBH (IN ADMINISTRATION)
NORTEL NETWORKS FRANCE S.A.S (IN ADMINISTRATION)
NORTEL NETWORKS OY (IN ADMINISTRATION)
NORTEL NETWORKS ROMANIA S.R.L. (IN ADMINISTRATION)
NORTEL NETWORKS AB (IN ADMINISTRATION)
NORTEL NETWORKS N.V. (IN ADMINISTRATION)
NORTEL NETWORKS S.P.A (IN ADMINISTRATION)
NORTEL NETWORKS B.V. (IN ADMINISTRATION)
NORTEL NETWORKS POLSKA SP. Z O.O (IN ADMINISTRATION)
NORTEL NETWORKS HISPANIA S.A. (IN ADMINISTRATION)
NORTEL NETWORKS (AUSTRIA) GMBH (IN ADMINISTRATION)
NORTEL NETWORKS S.R.O (IN ADMINISTRATION)
NORTEL NETWORKS ENGINEERING SERVICE KFT (IN ADMINISTRATION)
NORTEL NETWORKS PORTUGAL S.A. (IN ADMINISTRATION)
NORTEL NETWORKS SLOVENSKO S.R.O. (IN ADMINISTRATION)
NORTEL NETWORKS INTERNATIONAL FINANCE & HOLDING B.V. (IN ADMINISTRATION)

CONFIRMATION OF CANCELLATION OF
DEED POLL DATED 9 JANUARY 2015

Herbert Smith Freehills LLP

136

This confirmation of cancellation (this "Deed") is made on

2017

By:
Nortel Networks UK Limited (in administration) ("NNUK") and the entities listed in Schedule 1
hereto (collectively the "Nortel Filed Entities") each acting by its administrators, Alan Robert
Bloom, Christopher John Wilkinson Hill, Alan Michael Hudson and Stephen John Harris, and in the
case of Nortel Networks (Ireland) Limited (in administration) only, Alan Robert Bloom and David
Martin Hughes, each in their capacity as administrators of the Nortel Filed Entities and not in their
personal capacity (the "Administrators").
1.

DEFINITIONS AND INTERPRETATIONS

1.1

In this Deed, unless inconsistent with the subject or context, the following expressions bear
the following meanings:
1.1.1

1.2

"Bar Date" means the date being the later of:
(A)

the Bar Date for a Nortel Filed Entity as defined in that Nortel Filed
Entity's CVA; or

(B)

if that Nortel Filed Entity has not issued a CVA, the date falling three (3)
months after the date of this Deed;

1.1.2

"CVA" means a company voluntary arrangement pursuant to Part 1 of the
Insolvency Act 1986; and

1.1.3

"Deed Poll" means the deed poll made by NNUK and the Nortel Filed Entities,
each acting by the Administrators, in favour of the Relevant Counterparties (as
defined therein) and dated on or around 9 January 2015.

In this Deed, unless the context otherwise requires, or unless otherwise expressly
provided:
1.2.1

the singular shall include the plural and vice-versa;

1.2.2

a reference to the Administrators shall be construed as being to the
Administrators both jointly and severally and to any other person who is
appointed as an administrator in substitution for any administrator or as an
additional administrator in conjunction with the Administrators;

1.2.3

headings are for ease of reference only and shall not affect the interpretation of
this Deed; and

1.2.4

references to Clauses are to Clauses of this Deed.

2.

DECLARATION

2.1

Each Nortel Filed Entity hereby confirms that as at the Bar Date:
2.1.1

the Deed Poll is cancelled with the intent that it shall become void; and

2.1.2

the Administrators are hereby authorised to obliterate, destroy and unmistakably
deface the Deed Poll.

3.

ADMINISTRATORS' LIABILITY

3.1

The Administrators have signed this Deed as agents for and on behalf of each Nortel Filed
Entity and neither they, their firm, nor its members, partners, directors, officers, employees,
nor any of their respective agents, advisers or representatives shall incur any personal
liability whatsoever in respect of: any of the obligations undertaken by any Nortel Filed
Entity or in respect of any failure by any Nortel Filed Entity to observe, perform or comply
with any such obligations; or under or in relation to any associated arrangements or
negotiations; or under any document or assurance made pursuant to this Deed.

3.2

The exclusion of liability set out in Clause 3.1 above shall arise and continue
notwithstanding the termination of the agency of the Administrators and shall operate as a
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waiver of any and all claims including, but not limited to, claims in tort, equity and common
law as well as under the laws of contract.
3.3

The Administrators, their firm, its members, partners, directors, officers, employees, and
each of their respective agents, advisers and representatives shall be entitled to rely on
Clauses 3 (Administrators' liability) and 4 (Governing law) of this Deed.

4.

GOVERNING LAW
This Deed and any non-contractual obligations arising out of or in connection with it shall
be governed by and construed in accordance with English law and shall be subject to the
exclusive jurisdiction of the English courts.
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Schedule 1
Nortel Filed Entities
Company Name
Nortel Networks UK Limited (in administration)
Nortel Networks S.A. (in administration)
Nortel Networks (Ireland) Limited (in administration)
Nortel GmbH (in administration)
Nortel Networks France S.A.S (in administration)
Nortel Networks Oy (in administration)
Nortel Networks Romania S.R.L. (in administration)
Nortel Networks AB (in administration)
Nortel Networks N.V. (in administration)
Nortel Networks S.p.A (in administration)
Nortel Networks B.V. (in administration)
Nortel Networks Polska Sp. z o.o (in administration)
Nortel Networks Hispania, S.A. (in administration)
Nortel Networks (Austria) GmbH (in administration)
Nortel Networks s.r.o. (in administration)
Nortel Networks Engineering Service Kft. (in administration)
Nortel Networks Portugal S.A. (in administration)
Nortel Networks Slovensko s.r.o. (in administration)
Nortel Networks International Finance & Holding B.V. (in administration)
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This Deed has been executed as a Deed and delivered on the date stated at the beginning of this
Deed.
SIGNED as a DEED for and on behalf of
NORTEL NETWORKS UK LIMITED (IN
ADMINISTRATION) by one of the
Administrators acting as its agent and without
personal liability
In the presence of:

………………………………………

Witness Signature

Name:
Address:
Occupation

SIGNED as a DEED for and on behalf of
NORTEL NETWORKS S.A. (IN
ADMINISTRATION) by one of the
Administrators acting as its agent and without
personal liability
In the presence of:

………………………………………

Witness Signature

Name:
Address:
Occupation
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SIGNED as a DEED for and on behalf of
NORTEL NETWORKS (IRELAND) LIMITED
(IN ADMINISTRATION) by one of the
Administrators acting as its agent and without
personal liability
In the presence of:

………………………………………

Witness Signature

Name:
Address:
Occupation

SIGNED as a DEED for and on behalf of
NORTEL GMBH (IN ADMINISTRATION)
by one of the Administrators acting as its
agent and without personal liability

………………………………………

In the presence of:

Witness Signature

Name:
Address:
Occupation

SIGNED as a DEED for and on behalf of
NORTEL NETWORKS FRANCE S.A.S
(IN ADMINISTRATION) by one of the
Administrators acting as its agent and
without personal liability

………………………………………

In the presence of:

Witness Signature

Name:
Address:
Occupation
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SIGNED as a DEED for and on behalf of
NORTEL NETWORKS OY (IN
ADMINISTRATION) by one of the
Administrators acting as its agent and without
personal liability

………………………………………

In the presence of:

Witness Signature

Name:
Address:
Occupation

SIGNED as a DEED for and on behalf of
NORTEL NETWORKS ROMANIA S.R.L.
(IN ADMINISTRATION) by one of the
Administrators acting as its agent and without
personal liability

………………………………………

In the presence of:

Witness Signature

Name:
Address:
Occupation

SIGNED as a DEED for and on behalf of
NORTEL NETWORKS AB (IN
ADMINISTRATION) by one of the
Administrators acting as its agent and without
personal liability
In the presence of:

………………………………………
Witness Signature

Name:
Address:
Occupation
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SIGNED as a DEED for and on behalf of
NORTEL NETWORKS N.V. (IN
ADMINISTRATION) by one of the
Administrators acting as its agent and without
personal liability

………………………………………

In the presence of:

Witness Signature

Name:
Address:
Occupation

SIGNED as a DEED for and on behalf of
NORTEL NETWORKS S.P.A (IN
ADMINISTRATION) by one of the
Administrators acting as its agent and without
personal liability

………………………………………

In the presence of:

Witness Signature

Name:
Address:
Occupation

SIGNED as a DEED for and on behalf of
NORTEL NETWORKS B.V. (IN
ADMINISTRATION) by one of the
Administrators acting as its agent and without
personal liability

………………………………………

In the presence of:

Witness Signature

Name:
Address:
Occupation
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SIGNED as a DEED for and on behalf of
NORTEL NETWORKS POLSKA SP. Z O.O
(IN ADMINISTRATION) by one of the
Administrators acting as its agent and without
personal liability

………………………………………

In the presence of:

Witness Signature

Name:
Address:
Occupation

SIGNED as a DEED for and on behalf of
NORTEL NETWORKS HISPANIA, S.A.
(IN ADMINISTRATION) by one of the
Administrators acting as its agent and without
personal liability

………………………………………

In the presence of:

Witness Signature

Name:
Address:
Occupation

SIGNED as a DEED for and on behalf of
NORTEL NETWORKS (AUSTRIA) GMBH
(IN ADMINISTRATION) by one of the
Administrators acting as its agent and without
personal liability

………………………………………

In the presence of:

Witness Signature

Name:
Address:
Occupation
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SIGNED as a DEED for and on behalf of
NORTEL NETWORKS S.R.O. (IN
ADMINISTRATION) by one of the
Administrators acting as its agent and without
personal liability

………………………………………

In the presence of:

Witness Signature

Name:
Address:
Occupation

SIGNED as a DEED for and on behalf of
NORTEL NETWORKS ENGINEERING
SERVICE KFT. (IN ADMINISTRATION)
by one of the Administrators acting as its
agent and without personal liability

………………………………………

In the presence of:

Witness Signature

Name:
Address:
Occupation

SIGNED as a DEED for and on behalf of
NORTEL NETWORKS PORTUGAL S.A.
(IN ADMINISTRATION) by one of the
Administrators acting as its agent and without
personal liability

………………………………………

In the presence of:

Witness Signature

Name:
Address:
Occupation
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SIGNED as a DEED for and on behalf of
NORTEL NETWORKS SLOVENSKO S.R.O.
(IN ADMINISTRATION) by one of the
Administrators acting as its agent and without
personal liability

………………………………………

In the presence of:

Witness Signature

Name:
Address:
Occupation

SIGNED as a DEED for and on behalf of
NORTEL NETWORKS INTERNATIONAL
FINANCE & HOLDING B.V. (IN
ADMINISTRATION) by one of the Administrators
acting as its agent and without personal liability

………………………………………

In the presence of:

Witness Signature

Name:
Address:
Occupation
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ANNEX 20
INTRA-GROUP CVA CLAIMS
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Nortel Networks S.p.A. - Pre-appointment Intra-Group CVA Claims
Column A
Entity intra-group debt is payable to

Provable Claims (which are not a Local Priority Claim or a Subordinated Claim)
Nortel GmbH
Nortel GmbH - Total
Nortel Networks B.V.
Nortel Networks B.V. - Total
Nortel Networks Hispania, S.A.
Nortel Networks Hispania, S.A. Total
Nortel Networks N.V.
Nortel Networks N.V. - Total
Nortel Networks Portugal S.A.
Nortel Networks Portugal S.A. Total
Nortel Networks S.A.
Nortel Networks S.A. - Total
Nortel Networks UK Limited
Nortel Networks UK Limited - Total
TOTAL PRE-APPOINTMENT INTRA-GROUP CVA CLAIMS

Column B

Column C

Column D

Amount payable in GBP (£)

Amount payable in
document currency

Document
Currency

(29,839.18)
(29,839.18)
(95,184.50)
(95,184.50)
(12,756.01)
(12,756.01)
(63,407.23)
(63,407.23)
(7,305.16)
(7,305.16)
(58,382.10)
(58,382.10)
(961,605.22)
(961,605.22)

(32,978.27)
(32,978.27)
(105,197.87)
(105,197.87)
(14,097.94)
(14,097.94)
(70,077.68)

EUR

(8,073.66)
(8,073.66)
(64,523.89)
(64,523.89)
(961,605.22)

EUR

(1,228,479.40)

Notes
1. This document shows gross pre-appointment Intra-Group CVA Claims owed by Nortel Networks S.p.A. to other EMEA entities.
2. The Intra-Group CVA Claims are converted to Sterling (GBP) using FT mid-market rates as at 14 January 2009 (as detailed at www.emeanortel.com).

EUR
EUR
EUR

EUR
GBP

ANNEX 21
BACKGROUND TO THE NORTEL GROUP INSOLVENCY PROCEEDINGS

This Annex 21 (Background to the Nortel Group insolvency proceedings) is divided into the
following sections:
(a)

the Business Sales;

(b)

US and Canadian Claims

(c)

the Allocation Dispute;

(d)

the outcome of the Allocation Dispute;

(e)

Allocation Outcomes;

(f)

Appeals to the Allocation Judgments;

(g)

FSD proceedings by the Nortel Networks UK Pension Scheme;

(h)

the 2016 Global Settlement;

(i)

summary of key terms of the Allocation Settlement;

(j)

summary of key terms of the Pension Settlement;

(k)

summary of key terms of the Intra-EMEA Settlement; and

(l)

summary of key terms of the NNSA Settlement.

1.

THE BUSINESS SALES

1.1

The Company was placed into administration on 14 January 2009, together with a number
of other European Nortel companies (together, the "EMEA Debtors"). On the same day,
the other principal companies in the international Nortel Group, which were based in the
United States and in Canada, also commenced insolvency proceedings (the "US Debtors"
and the "Canadian Debtors", respectively).

1.2

The Administrators decided that the best way to maximise the value of the Company's
assets was to co-operate with the US Debtors, the Canadian Debtors and the other EMEA
Debtors to sell the global "business lines" of the Nortel Group.

1.3

The EMEA Debtors, the US Debtors and the Canadian Debtors agreed that the proceeds
of the various business sales and the Residual IP Sale (the "Sale Proceeds") would be
placed into escrow pending later determination of how to allocate the Sale Proceeds.

1.4

Accordingly, on or about 9 June 2009, the Canadian, U.S. and EMEA Debtors entered into
the Interim Funding and Settlement Agreement, which provided, among other things, for
the Sale Proceeds of the business sales to be placed into various escrow accounts held by
JP Morgan in New York. The Interim Funding and Settlement Agreement was approved by
the U.S. Court and by the Canadian Court on 29 June 2009 and later by the English and
French Courts.

1.5

It was agreed in the Interim Funding and Settlement Agreement that the Sales Proceeds
would continue to be held in the escrow accounts in New York until either the parties
consensually resolved how to distribute the assets between themselves, or there was a
final judicial determination of the same.

1.6

The business lines and associated assets were sold for approximately US$3.285 billion
(gross) during the course of 2009 and 2011. This was a complex process involving up to 55
Nortel companies conveying or relinquishing their existing rights to various business assets
in order to effectuate each of the eight business sales.

1.7

The Nortel Group then sold the remaining intellectual property (being patents, patent
applications and related rights) for US$4.5 billion (gross) (the "Residual IP Sale") in June
2011. The Residual IP Sale involved the transfer of approximately 7000 patents and patent
applications. Only certain of the EMEA Debtors (being Nortel Networks (Ireland) Limited (in
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administration), NNSA, NNF, Nortel GmbH (in administration) and NNUK) participated in
the Residual IP Sale. The Company was not a party to this agreement.
1.8

The Sale Proceeds of approximately US$7.3 billion (net) remain in escrow accounts in New
York (the "Lockbox").

2.

US AND CANADIAN CLAIMS

2.1

The Company, together with other European companies in the Nortel Group, filed a
number of claims against the Canadian Debtors in March 2011 (the "EMEA Canadian
Claims") and against the US Debtors in June 2011 (the "US Claims"). The parties
attempted to resolve the EMEA Canadian Claims and the US Claims consensually through
multi-party discussions and through a number of rounds of mediation.

2.2

The Agreement Settling US Claims was agreed between the parties in December 2013.
Pursuant to the terms of that settlement, all of the EMEA Companies' pre-filing claims
against the US Debtors were released, in exchange for the US Debtors agreeing to pay
US$37.5 million to certain European companies in the Nortel Group (to be apportioned
between those companies). The Agreement Settling US Claims was approved by the US
Bankruptcy Court on 7 January 2014 and by the French Court on 9 January 2014.

2.3

The Agreement Settling the EMEA Canadian Claims was agreed between the parties and
an agreement executed on 9 July 2014. The terms of the Agreement Settling the EMEA
Canadian Claims include that the EMEA Canadian Claims were withdrawn and that the
Canadian estate's claims against certain of the EMEA Companies were assigned to NNUK
(on terms that they would be subordinated) instead of being withdrawn by the Canadian
Debtors. The Joint Administrators sought directions from the English Court that they be at
liberty to perform and procure the Companies to perform the Canadian Settlement, and an
order was granted by the English Court on 17 July 2014.

3.

THE ALLOCATION DISPUTE

3.1

Extensive negotiations and four formal mediation processes were held in an attempt to
determine an agreed allocation of the Sale Proceeds held in the Lockbox. These processes
were unsuccessful and it eventually became necessary for the various disputes to be
resolved through the courts in the Allocation Dispute.

3.2

The form of the litigation to resolve the Allocation Dispute was unusual because it took the
form of joint hearings which were held simultaneously in both the US and in Canada during
the course of 2014 (the "Allocation Trial"). The issue which the two courts were asked to
decide was the proper allocation of the US$7.3 billion among the Nortel Group.

3.3

The simultaneous hearing of the Allocation Trial took place in the US Bankruptcy Court for
the District of Delaware (the "US Court") and the Ontario Superior Court of Justice
(Commercial List) (the "Canadian Court").

3.4

The parties who appeared at the Allocation Trial included a number of creditor
constituencies, but the three main parties were the U.S. Debtors, Canadian Debtors and
the EMEA Debtors. The three main Debtor groupings advanced differing arguments as to
who owned the various assets sold as did various creditor groups.

4.

THE OUTCOME OF THE ALLOCATION DISPUTE

4.1

Judgments were handed down in the Allocation Trial by Mr Justice Newbould and Judge
Gross in Ontario and Delaware respectively on 12 May 2015. These judgments have since
been further clarified and reconsidered in judgments which were handed down by Mr
Justice Newbould and Judge Gross on 6 July 2015 (together with the 12 May 2015
judgments, the "Allocation Judgments"). The Allocation Judgments rejected the three
approaches promulgated by the U.S. Debtors, Canadian Debtors and EMEA Debtors and
instead ordered that the Lockbox should be split in accordance with a "modified pro rata"
allocation mechanism.

4.2

The Allocation Judgments provided that the Sale Proceeds are to be allocated on a pro
rata basis by reference to the percentage that "Allowed Claims" against each estate bear to
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the total "Allowed Claims" against all of the individual Nortel entities. In effect, this means
that the Sale Proceeds will be distributed to the Nortel selling entities in proportion to the
respective liabilities of those entities at the date of administration.
4.3

However, pursuant to the Allocation Judgments certain duplicative claims are not included
in the pro rata allocation calculation. Relevantly for the Company, any FSD or CN liability
(as to which see below at paragraph 7 (FSD Proceedings by the Nortel Networks UK
Pension Scheme)) does not count for the pro rata allocation calculation. The Company
would, nevertheless, be required to treat such liability pari passu in any distribution which it
makes.

5.

ALLOCATION OUTCOMES

5.1

A number of different allocation theories were argued by the parties to the Allocation Trial.

5.2

The Canadian Debtors argued that, as the holder of legal title to the various pieces of
intellectual property ("IP") which were assigned to it by employees and subsidiary entities,
it should receive all, or substantially all, of the proceeds of the sales insofar as they relate
to IP. This allocation theory is referred to in the table below as "Canadian Debtors
(Primary)".

5.3

In the alternative, the Canadian Debtors argued that the Sale Proceeds should be allocated
in accordance with certain transfer pricing arrangements relating to the first quarter of 2010
under a contract called the Master Research & Development Agreement. This allocation
theory is referred to in the table below as "Canadian Debtors (Alternative)".

5.4

The US Debtors argued that the value of the Nortel Group's IP came from the ability to
exploit it for profit in accordance with the licences granted by the group. Therefore, the US
Debtors asserted that the Sale Proceeds should be allocated in proportion to the revenues
generated by Nortel Group entities. This Allocation theory is referred to in the table below
as "US Debtors (Primary)".

5.5

The EMEA Debtors argued that the IP belonged to those entities which contributed to its
creation and that this could be approximated by reference to the expenditure on research
and development over the relevant years by each debtor. This allocation theory is referred
to in the table below as "EMEA Debtors (Primary)". In the alternative, the US Debtors also
argued that the Sale Proceeds should be allocated on the basis of contribution to the
creation of IP but adjusting the underlying assumptions in the EMEA Debtors' primary
analysis. This Allocation theory is referred to in the table below as "US Debtors
(Alternative)".

5.6

The EMEA Companies also argued for an alternative allocation methodology which was
called the “Licence Approach” (the "EMEA Debtors (Alternative)"). Under the Licence
Approach the portion of the Sale Proceeds attributable to IP would be allocated among
those selling entities in accordance with the relative fair market value of the license rights
to the IP held by each of those entities at the date of the Business Sales. Value attributable
to non-IP assets, being tangible assets, customer-related assets and goodwill not
otherwise attributable to IP would be allocated on the basis of ownership of those assets.

5.7

In addition, various of the creditor constituencies at the Allocation Trial argued variants of a
pro rata theory for allocation. There was not sufficient information during the course of the
Allocation Trial as to the quantum of claims into each estate for the outcome to be
accurately modelled and therefore no outcomes are provided in the table below for these
theories.

5.8

As described at paragraph 4 (The outcome of the allocation Dispute) above, a modified pro
rata judgment has been ordered by the Court. The Administrators' projected outcome
under the modified pro rata judgment is set out in the table below in bold text. The modified
pro rata outcome is based on the Administrators' modelling and the best information
currently available to them which relies on a number of assumptions which are likely to be
subject to change.
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5.9

Set out in the table below are the approximate projected outcomes for the Company on the
various Allocation theories described above:
Theory

Outcome (Lockbox %)

Outcome (US$k)

Canadian Debtors (Primary)

0.008%

616

Canadian Debtors (Alternative)

0.000%

0

US Debtors (Primary)

0.112%

8,239

EMEA Debtors (Primary)

0.210%

15,380

US Debtors (Alternative)

0.218%

15,968

EMEA Debtors (Alternative)

0.212%

15,522

Modified pro rata judgment

0.090%

6,585

Company's allocation under the
Allocation
Settlement
(see
paragraphs 9.4 to 9.6 below)

0.0734%

5,331

5.10

Under the modified pro rata allocation mechanism set out in the Allocation Judgments, the
Administrators estimated that the outcome for the Company was 0.090%, being
approximately US$6,585,000.

6.

APPEALS TO THE ALLOCATION JUDGMENTS

6.1

Appeals of the Allocation Judgment of Judge Gross of the US Bankruptcy Court were filed
by the US Interests, NNSA and other parties between 9 July and 23 July 2015 in the US
District Court for the District of Delaware (the "District Court"). Contingent cross-appeals
were filed by the Canadian Debtors, the Canadian Creditors' Committee and the EMEA
Debtors (other than NNSA), (together, the "US Appeal"). These cross-appeals asserted
that, in the event the modified pro rata approach was reversed on appeal, the Courts
should adopt the alternative approach originally argued for by each respective crossappellant.

6.2

The oral hearing of the US Appeal in the District Court was heard on 5 April 2016 before
Judge Stark.

6.3

A motion for leave to appeal was made by the US Interests and NNSA to the Ontario Court
of Appeal against the judgment of Mr Justice Newbould (the "Canadian Appeal"). On 3
May 2016, the Ontario Court of Appeal rejected the motion for leave to appeal. A
subsequent application for leave to appeal was made by the US Interests and NNSA to the
Canadian Supreme Court.

6.4

Following the judgment of the Ontario Court of Appeal, Judge Stark ordered on 4 May 2016
that the parties to the US Appeal submit their positions in respect of certification of the US
Appeal directly to the US Court of Appeals for the Third Circuit. The Administrators
supported the certification on the basis that it would materially advance the progress and
the resolution of the Allocation Dispute. The certification was opposed by the Appellants.
The US Appeal was, however, directly certified by order of Judge Stark on 23 May 2016.
The Third Circuit accepted the certification on 9 August 2016.

6.5

The timetable for the US Appeal has not been set. However, at the request of the parties to
the US Appeal, the Third Circuit has stayed the briefing schedule in the first instance until 1
March 2017. The parties to the US Appeal wrote to the Third Circuit on 1 March 2017 to
seek further deferral of the deadline for setting the briefing schedule for the US Appeal,
pending the Plans Effective Date.
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7.

FSD PROCEEDINGS BY THE NORTEL NETWORKS UK PENSION SCHEME

7.1

The Company faces a potential liability to the pension scheme of NNUK (the "Nortel
Scheme"). This potential liability arises out of the exercise by the UK Pensions Regulator
(the "Pensions Regulator") of powers conferred to it under English law to issue an FSD
or contribution notice ("CN") against it. This may result in potentially a very large liability
being imposed on the Company (and on the other EMEA Debtors which are potential
targets of FSDs or CNs, together with the Company, the "Target Companies").

7.2

The Nortel Scheme, of which NNUK is the principal employer, is a defined benefit
occupational pension scheme. There are approximately 38,000 members of the Nortel
Scheme, of whom around 20,000 are already being paid pension benefits. The remainder
are deferred members i.e. former employees of NNUK or its predecessors who have not
yet started to draw a pension. Most of the benefits under the Nortel Scheme are final salary
benefits.

7.3

On 14 January 2009, the accrual of future benefits under the Nortel Scheme ceased.
According to the actuary who was responsible for the Nortel Scheme (the "Scheme
Actuary"), as at 13 January 2009, the Nortel Scheme had an estimated funding deficit of
£2.1 billion. Such a deficit would not be able to be fully funded by NNUK. This funding
deficit was certified by the Scheme on 7 January 2015 as £2.147 billion and is known as a
"section 75 debt".

7.4

On 11 January 2010, the Pensions Regulator issued a warning notice ("Warning Notice")
to the Target Companies stating that the Pensions Regulator believed that it is reasonable
to require the Target Companies to put in place financial support for the Nortel Scheme.
The Warning Notice was issued pursuant to sections 43 and 96(2) of the 2004 Act.

7.5

On 25 June 2010, the Pensions Regulator’s Determinations Panel (in exercise of its
powers pursuant to sections 10, 43 and 96 of the 2004 Act) gave notice of its determination
that an FSD be issued pursuant to section 43 of the 2004 Act against, among others, the
Company.

7.6

On 23 July 2010 the Administrators of the Company and certain of the other target
companies referred the Determination to the Upper Tribunal pursuant to section 96 of the
2004 Act (the "Reference"). No FSD can be issued until the Reference (and any appeal
from the Upper Tribunal’s decision) has been finally disposed of.

7.7

The liability which arises under an FSD/CN issued against a company in administration
ranks as an unsecured claim. The Administrators contested that an FSD/CN can be
imposed on the Company and, accordingly, challenged the decision of the Determinations
Panel to issue an FSD against it before the Upper Tribunal. The FSD proceedings before
the Upper Tribunal have been stayed.

7.8

The Administrators understand that any liability of the Company arising out of an FSD or
CN does not constitute a permitted claim for the purposes of the modified pro-rata
allocation theory in the Allocation Judgments. As a result, any award made pursuant to an
FSD or CN may significantly dilute the amount which would otherwise be payable to the
unsecured creditors of the Company if no FSD or CN is awarded.

7.9

What are the snapback claims?
7.9.1

The Company has made a claim in restitution against NNUK contingent upon the
FSD/CN claim described above at paragraph 7.5 above (the "Snapback Claim").
The Snapback Claim is made on the basis that the Company claims from NNUK
a sum equal to the entire value that the Company may be ordered to transfer
pursuant to either a FSD or CN issued by the Pensions Regulator in relation to
NNUK's pension deficit. The claim is contingent upon the outcome of the ongoing FSD dispute in relation to the Company. The Snapback Claim is not
accepted by NNUK.

7.9.2

The Company claims such sums on the grounds that NNUK would be unjustly
enriched at the expense of the Company should NNUK not make restitution to the
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Company of sums equal to any value contributed by the Company to the section
75 debt.
7.10

On 2 December 2016, the joint administrators of NNUK admitted the section 75 debt claim
by the Nortel Scheme the amount of £2.147 billion. The admission of the section 75 debt
by NNUK therefore does not extinguish an FSD or CN against any of the other EMEA
Debtors.

8.

THE 2016 GLOBAL SETTLEMENT

8.1

Following extensive negotiations, on 12 October 2016 the Administrators agreed the terms
of and entered into four broad categories of interlinked settlements. These settlements are
intended to have the effect of a "global settlement", i.e. a settlement which brings to end all
contentious litigation (present and future). These are as follows:
8.1.1

the "Allocation Settlement", settling the Allocation Dispute over the Sale
Proceeds held in the Lockbox. The terms of the Allocation Settlement are set out
in the Settlement and Plans Support Agreement;

8.1.2

the "Pensions Settlement", settling the FSD proceedings. The terms of the
Pensions Settlement are set out in the UKPI Settlement Deed and the Deed of
Release;

8.1.3

the "Intra-EMEA Settlement", settling various claims and issues amongst the
EMEA Debtors and with the Nortel Scheme and the UK Pension Protection Fund
(the "UKPI") (which is the likely 94% creditor of NNUK and until the Pensions
Settlement a contingent creditor of the Target Companies). The terms of the
Intra-EMEA Settlement are set out in the UKPI Settlement Deed and the Deed of
Release; and

8.1.4

the "NNSA Settlement", settling various litigations and outstanding matters
between NNUK, the NNSA Main Proceeding, the NNSA Secondary Proceeding
and the other EMEA Debtors. This is set out in the NNSA Settlement Deed and
the Deed of Release.

8.2

The terms of the Allocation Settlement, the Pensions Settlement, the Intra-EMEA
Settlement and the NNSA Settlement were approved by the English court on 3 November
2016 and the French court on 27 October 2016. Copies of (i) the Settlement and Plans
Support Agreement, (ii) the UKPI Settlement Deed, (iii) the Deed of Release and (iv) the
NNSA Settlement Deed are available for inspection on the CVA Website.

9.

SUMMARY OF KEY TERMS OF THE ALLOCATION SETTLEMENT

9.1

On 12 October 2016 the Settlement and Plans Support Agreement was signed by the
Canadian Debtors, the US Debtors, the EMEA Debtors, the Administrators, the UKPI and
certain other key stakeholders (the "Settlement Parties").

9.2

The Settlement and Plans Support Agreement can be found on the CVA Website. You can
review the detailed terms of the Settlement and Plans Support Agreement on the CVA
Website. What follows in this section is a summary of its key terms.

9.3

The Settlement and Plans Support Agreement, when fully effective, will fully and finally
settle the Allocation Dispute and certain key potential claims among the Settlement Parties.
By resolving all of the outstanding issues between the Nortel estates as well as the claims
of certain key creditors, it is believed that the Nortel estates will be able to proceed with the
final stages of their respective insolvency proceedings on a timely basis instead of
expending continued efforts on lengthy and costly appeals in the Allocation Dispute among
other disputes and potential disputes.

9.4

In summary, the Settlement and Plans Support Agreement would resolve the Allocation
Dispute by allocating the Lockbox among the three Nortel estates as follows:
9.4.1

payment of certain post-sale adjustments and costs to the US Debtors, the
Canadian Debtors and NNUK, in the amount totalling approximately US$60
million; then,
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9.4.2

to the Canadian Debtors: 57.1065% (being US$4,142,665,131 as at 31 July
2016);

9.4.3

to the US Debtors: 24.350% (being US$1,766,417,002 as at 31 July 2016);

9.4.4

to the EMEA Debtors (including the Company but excluding NNUK and NNSA):
1.4859% (being US$107,778,879 as at 31 July 2016), with those proceeds to be
split between those EMEA Debtors in proportion to the modified pro rata outcome
in the Allocation Judgments;

9.4.5

to NNUK: approximately 14.0249% (being US$1,017,408,257 as at 31 July 2016
subject to NNUK having the benefit or bearing the burden of certain amounts
which would otherwise have been received or paid by NNSA but for the fact
NNSA receives a fixed allocation); and

9.4.6

NNSA will receive a fixed allocation of US$220,000,000, being approximately
3.037% of the Lockbox.

9.5

Any increase or decrease in the value of assets held in the Lockbox as a result of accrued
interest and/or the fees and costs of the escrow agents shall be shared proportionally
between the EMEA Debtors (other than NNSA and NNUK to the extent that in addition to
its share it will bear the burden or receive the benefit that otherwise would have been borne
or received by NNSA but for the fact that NNSA receives a fixed allocation).

9.6

Of the EMEA Debtors' allocation at paragraph 9.4.4 above, the Company's allocation will
be 0.0734% of the total Lockbox or 4.937% of the total EMEA Debtor's (excluding NNUK
and NNSA) allocation being approximately US$5,331,000 as at 30 March 2017.

9.7

The allocations set out above for all entities (other than NNSA which received a fixed sum
of US$220,000,000) reflect the Allocation Settlement entered into following the modified
pro-rata judgment. Among other considerations which are set out in full in the judgment of
the English Court (a copy of which is available on the CVA Website), the Administrators
considered that there was a risk that the Company could have received considerably less
(or even nothing) than it would expect to receive under the Allocation Settlement, while
continuing to incur substantial administrative expenses in the litigation process. The
Administrators therefore considered that it was reasonable to accept a return at the level
envisaged in the Allocation Settlement even if that would end up entailing a discount to
what the Company could have expected to recover under the modified pro rata approach
described at paragraph 5.10 above.

9.8

There are numerous conditions to the effectiveness of the settlement contained in the
Settlement and Plans Support Agreement. The conditions which remain outstanding as at
the Record Date include those set out in paragraphs 9.11 and 9.12 below. If those
conditions are satisfied or waived in accordance with the terms of the Settlement and Plans
Support Agreement then the Company's allocation of approximately US$5,331,000 as at
30 March 2017 will be fixed (subject to interest and fees accruing in the Lockbox). This is
the case irrespective of whether or not this CVA becomes effective in accordance with its
terms. If the conditions referred to in paragraphs 9.11 and 9.12 below are not satisfied or
waived it is likely that the question whether or not the Company makes a recovery will be
dependent upon further litigation in relation to the Allocation Dispute.

9.9

The Settlement Parties release all claims against each other and covenant not to
commence any additional litigation or file any further claims between the global Nortel
estates. Further, it is a requirement that immediately upon the Plans (as described below)
becoming effective the parties to the Allocation Dispute will dismiss all pending appeals
and leave to appeal applications and other litigation relating to the Allocation Dispute.

9.10

Other key aspects of the Settlement and Plans Support Agreement as relates to the
Company include as follows:
9.10.1

the Settlement Parties (other than NNUK and the UKPI) agree that they will not
challenge the adjudication by the Administrators of NNUK of the section 75 claim;
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9.10.2

the proven claims in the aggregate amount of up to US$125 million which were
agreed under the Canadian Claims settlement (of which US$2.34 million was
agreed in favour of Nortel Italy and US$122.98 million was agreed in favour of
NNUK) are agreed to be allowed as unsecured Proven Claims against the
Canadian Estate. US$25 million of NNUK's claim is contingent on the settlement
of certain litigations against NNL; and

9.10.3

the claim of $7,612,249 of the Canadian Debtor against NNIFH is settled as a
post administration claim against NNIFH in the amount of $3 million.

9.11

The Settlement and Plans Support Agreement is conditional on plans of arrangement being
presented to creditors of the US Debtors and Canadian Debtors (the "Plans"). The
Canadian Debtors' Plan was filed in the Canadian Court on 4 November 2016 and the US
Debtors' plan was filed in the US Court on 7 November 2016. A joint hearing was held on
25 January 2017 for the Canadian Court to sanction the Canadian Debtors' Plan and for
the US Court to confirm the US Debtors' Plan. Once the Plans in both the US and Canada
have become "final" (meaning that they are not subject to an appeal or stay), the Sale
Proceeds are to be released from the Lockbox in accordance with the allocation set out in
the Settlement and Plans Support Agreement. The Settlement and Plans Support
Agreement were confirmed and sanctioned by the US and Canadian Courts on 25 January
2017. An appeal was brought against the Canadian Debtors' Plan in the Ontario Court of
Appeal. The Ontario Court of Appeal denied leave to appeal on 13 March 2017. The
Appellants will have a 60 day period to file an application for leave to appeal at the
Canadian Supreme Court. Until any appeal to the Canadian Supreme Court is withdrawn,
fails or the 60 day period expires, the Allocation Settlement will not become effective (the
"Plans Effective Date"). The long stop date in the Settlement and Plans Support
Agreement for the occurrence of the Plans Effective Date is not until 31 August 2017.

9.12

The only other requirement which will need to be satisfied before the conditions contained
in the Settlement and Plans Support Agreement are satisfied is the execution of a waiver
by the US Debtors, Canadian Debtors and the EMEA Debtors of the requirement that
Nortel Networks India International Inc. formulate a plan of arrangement. It is anticipated
that the waiver will be signed on or before the Effective Date.

10.

SUMMARY OF KEY TERMS OF THE PENSIONS SETTLEMENT

10.1

The Pensions Settlement entered into by the UKPI, the Pensions Regulator and the EMEA
Debtors provides that, subject to the occurrence of the Plans Effective Date:

10.2

10.1.1

those EMEA Debtors who are subject to an FSD shall (other than NNSA)
promulgate CVAs which include a requirement that, if post-petition interest is
payable to any CVA Creditor of that EMEA Debtor, the rate payable shall be a
commercial interest rate per annum as set out in the UKPI Settlement Deed (the
"Commercial Interest Rate Term"). This means that if there are sufficient
Assets of the Company to pay interest to CVA Creditors, it would be payable at
the Administrators' assessment of a rate of interest that would have been
available in the open market in January 2009 in that jurisdiction instead of
automatically applying Statutory Interest which currently stands at the greater of
8% per annum and the rate that would apply apart from the administration of the
Company; and

10.1.2

where a CVA which incorporates a Commercial Interest Rate Term is approved
by the requisite majority of creditors at the relevant creditors' meeting and is not
subject to a successful challenge (meaning that the CVA or any decision
approving that CVA is revoked or permanently suspended or the Commercial
Interest Rate Term is modified, revised or varied) (a "CVA Failure Event"); then

10.1.3

the Reference in respect of that EMEA Debtor will remain permanently stayed.

The Commercial Interest rate which will be applicable to the Company is 4.62% per
annum, based on 10 year government bond rates in Italy. Commercial Interest will only be
payable in accordance with the Terms. No interest will be payable unless and until all CVA
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Claims which are paid in priority (as described at Paragraph 25.3 (How will Assets be
distributed?) of Section 1 (Proposal)) have been paid in full.
10.3

Should either (i) the CVA become subject to a CVA Failure Event, or (ii) the Plans Effective
Date not occur, then the Pensions Regulator may be able to continue with the FSD
proceedings against the Company. This could result in protracted litigation and a significant
liability being imposed on the Company which would have a negative impact on the assets
available for distribution to Creditors.

11.

SUMMARY OF KEY TERMS OF THE INTRA-EMEA SETTLEMENT

11.1

The Intra-EMEA Settlement is documented in the UKPI Settlement Deed, the Deed of
Release and the NNSA Settlement Deed. Copies of these documents can be reviewed on
the CVA Website. You can review the detailed terms of these documents on the CVA
Website. What follows in this section is a summary of the key terms of these documents.

11.2

The Intra-EMEA Settlement sets out that:
11.2.1

The proceeds arising from the Allocation Settlement are to be distributed between
the EMEA Debtors in proportion with the Allocation Judgments of Justice
Newbould and Judge Gross. This results in the Company's allocation of the Sale
Proceeds as set out at paragraph 9.6 above.

11.2.2

All costs incurred in connection with the Claims Litigation and the Allocation
Dispute shall be apportioned between the EMEA Debtors after taking into
account the following factors:
(A)

the amount of the Sale Proceeds received by each EMEA Debtor;

(B)

any amounts received by each EMEA Debtor in respect of direct claims
into the estates of one or more of the Canadian Debtors;

(C)

any benefit received by an unsecured creditor of an EMEA Debtor as a
consequence of the Agreement Settling EMEA Canadian Claims;

(D)

any amounts received by the relevant EMEA Debtor out of the $37.5m
received from the US Debtors in accordance with the Agreement Settling
US Claims; and

(E)

any benefit received by an EMEA Debtor as a consequence of the
Agreement Settling US Claims.

11.2.3

Where amounts fall due in accordance with a formula set out in the UKPI
Settlement Deed, NNUK is obliged to pay amounts (the "Top-Up Payments") to
one or more of the EMEA Debtors known as the "limited risk entities" (the
"LREs"). This provision is intended to reflect assurances given by the
administrators of NNUK relating to those LREs' continued trading during the
course of the business sales described at paragraph 1 (The business sales)
above. The joint administrators of NNUK consider that the continued trading
facilitated the sales process which gave rise to the Sales Proceeds and that had
those LREs not continued to trade that may have been detrimental to the
interests of the other EMEA Debtors, including NNUK. As such where an LRE
had suffered a disadvantage as a result of their continued trading, the effect of
the assurances is that NNUK would top-up the assets of the LRE available for
distribution. The amount to be paid by NNUK is the lesser of the amount
determined by the formula or the amount required by the Company to pay the
relevant LRE's unsecured creditors 100 pence in the pound. The UKPI have
agreed not to challenge such payments provided that they do not exceed, in
aggregate for all LREs, US$16,000,000.

11.2.4

Mutual releases of claims are given between the EMEA Debtors and the NonFiled Entities. This signifies that all claims up to the date of the Intra-EMEA
Settlement are released.
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11.2.5

As amongst themselves, the EMEA Debtors have agreed to release the
Snapback Claims. This provision means that, provided that an EMEA Debtor
successfully promulgates a CVA including the Commercial Interest Rate Term
(see paragraph 10.1 above), there is certainty that entity will not face an FSDrelated liability brought by another of the EMEA Debtors. However, the release of
the Snapback Claims will occur irrespective of whether or not this CVA is
approved. Therefore, if this CVA is not approved the FSD Proceedings may
continue against the Company but it will have no Snapback Claim against any
other entity in respect of any amount it may pay in connection with an FSD or CN.

11.2.6

As described at paragraph 10.1 above, sixteen of the Nortel Group companies,
being the CVA Entities, will propose CVAs to their creditors. The CVAs will not be
inter-locking and the rejection of, or the successful challenge to, a CVA shall have
no bearing on any other CVA. Therefore, the revocation, permanent suspension
or a modification, revision or variation to any decision approving a CVA in respect
of the Commercial Interest Rate Term shall not affect the approval or operation of
any other CVA.

12.

SUMMARY OF KEY TERMS OF THE NNSA SETTLEMENT

12.1

The NNSA Settlement is documented in the UKPI Settlement Deed, the Deed of Release
and the NNSA Settlement Deed. Copies of these documents can be reviewed on the CVA
Website. You can review the detailed terms of these documents on the CVA Website.

12.2

The NNSA Settlement sets out how NNSA's allocation of US$220 million is to be applied
by the NNSA Main Proceeding, the NNSA Secondary Proceeding, the terms of the CVA
which is to be proposed by the NNSA Main Proceeding and the terms on which certain
claims between the NNSA Main Proceeding and NNSA Secondary Proceeding are to be
released.

12.3

Under the NNSA Settlement, NNSA and the other EMEA Debtors mutually release all
outstanding liabilities against one another, subject to certain specified exceptions.
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