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The Ontario Public Service Employee Union Pension Plan Trust Fund, Court-appointed
Lead Plaintiff and Representative of the Class certified herein (“Lead Plaintiff” or “OPTrust”),
and the undersigned Court-appointed Lead Counsel, respectfully submit this Memorandum in
support of their application for an award of attorneys’ fees and reimbursement of expenses (the
“Fee Application”).

This Fee Application is also supported by the accompanying: Joint Declaration of
Sanford P. Dumain, Daniel B. Scotti and Murray Gold in Support of Proposed Class Action
Settlement, Plan of Allocation, and Petition for an Award of Attorneys’ Fees and Reimbursement
of Expenses (the “Joint Declaration”); Declaration of Heather Gavin, Chief Administrative
Officer and Plan Manager of the Ontario Public Service Employees’ Union Pension Plan Trust
Fund, in Support of Final Approval of Settlement and Award of Attorneys’ Fees and
Reimbursement of Expenses (the “Gavin Declaration”); Compendium of Affidavits and
Declarations of Plaintiff Counsel in support of Plaintiff Counsel’s Motion for an Award of
Attorneys’ Fees and Reimbursement of Expenses (the “Compendium”); Affidavit of Neil L. Zola
Regarding the Mailing of the Nortel I Settlement Notice and Proof of Claim Form (the “Zola
Affidavit”); and Lead Plaintiff’s Memorandum of Law in Support of Final Approval of the
Proposed Nortel I Class Action Settlement and Proposed Plan of Allocation (“Settlement
Memo”) filed concurrently herewith.

L INTRODUCTION
A. The Common Fund Recovery

The settlement (the “Nortel I Settlement”) of this certified class action is proposed

pursuant to the terms of a Stipulation and Agreement of Settlement dated June 20, 2006 (the



“Stipulation”) entered between Lead Plaintiff OPTrust, on behalf of itself and the Nortel 1 Class,1
and defendant Nortel Networks Corporation (“Nortel”). As shown in the Gavin Declaration, ;the
OPTrust is a large and sophisticated investor with a large monetary interest in this action. It was
appointed by the Court as the sole Lead Plaintiff and Class Representative and it has been
intimately involved with the prosecution and settlement of this litigation. Lead Plaintiff fully
supports approval of the Settlement.

By any measure, the settlement obtained in this case is an excellent result for the Nortel I
Class. The Nortel I Settlement includes a $438,667,428 (US$) cash settlement fund, which has
been deposited in escrow and has been earning interest for the benefit of the Nortel 1 Class since
March 23, 2006, and 314,333,875 shares of Nortel common stock (the “Settlement Shares”) to be
issued for the benefit of the Nortel I Class, for a total value (as of June 30, 2006) of
approximately $1.142 billion.? The terms of the Stipulation also require Nortel to contribute to
the Nortel I Class 25% of the amount of any actual gross recovery, minus attorneys’ fees and
expense, from Nortel’s currently-pending lawsuit against defendants Frank Dunn, Douglas
Beatty and Michael Gollogly. The Stipulation also requires Nortel to adopt substantial corporate
governance reforms which should help protect the value of the Settlement Shares. See Joint

Declaration at g 31, 80.

! The class certified herein includes “all persons and entities who purchased Nortel

common stock and call options on Nortel common stock, or wrote (sold) put options on Nortel
common stock, during the period October 24, 2000 throu gh February 15, 2001 inclusive (the
“Nortel I Class Period”) and suffered damages thereby (the “Nortel I Class”). Excluded from the
Nortel I Class are the persons and/or entities who previously excluded themselves in accordance
with the requirements set forth in the Notice of Pendency of Class Action dated March 10, 2004,
or who now exclude themselves in accordance with the requirements set forth in the Notice of
Settlement dated July 21, 2006. '

2 As of June 30, 2006, the market value of Nortel common stock was $2.24 (US$) per
share, making the total vatue of the Settlement Shares approximately $704 million (US$).



The Nortel I Settlement is an outstanding result given the many obstacles and risks of
litigation faced by Lead Plaintiff. The recovery for the Nortel I Class représents most of the
Defendaﬁts’ ability to pay. This result is proof positive of the quality of Lead Plaintiff’s
Counsel’s services rendered on behalf of the Nortel I Class. The Settlement is one of the largest
recoveries ever achieved in a securities class action.

B. The Fee Application

As compensation for their considerable services rendered to obtain these substantial
benefits for the Nortel I Class, and to reward counsel for risking their significant investment of
lodestar, Lead Plaintiff submits that an award of Attorneys’ Fees in the amount of 8.5% of the
common fund recovery obtained, payable in kind from both the cash recovery and the Settlement
Shares is fair and reasonable and should be approved by the Court. Significantly higher
percentage fees have been awarded in numerous cases that were far less risky, were not as
intensely litigated and did not get past the class certification phase.

Lead Plaintiff OPTrust retained Milberg Weiss (“Lead Counsel”), on a contingent-fee
basis pursuant to a written retainer agreement dated December 20, 2001. Lead Plaintiff’s
Counsel have worked diligently for five years without receiving any compensation for their
services, in the expectation that if they succeeded in obfaining a large recovery for Lead Plaintiff
and the Nortel I Class they would share in such recovery. Lead Plaintiff’s Counsel have now

succeeded in obtaining that recovery and now seek to realize on their expectation.

Pursuant to the retainer agreement Lead Counsel agreed that it would submit its proposed
fee application to Lead Plaintiff for its approval before the Fee Application could be submitted to
the Court. In connection with seeking Lead Plaintiff’s approval of this Fee Application, Lead
Counsel have provided Lead Plaintiff with the time and expense reports of Lead Counsel, as well

as other counsel that cooperated in the prosecution of this case. Prior to signing the Stipulation

-3-



and in connection with determining the fee amount to be reported in the Settlement Notice, Lead
Plaintiff and Lead Counsel negotiated and agreed that the Settlement Notice would state that
Lead Plaintiff’s Counsel in this Action would move for an award of attorneys’ fees “in an
amount not to exceed ten percent (10%)” of the cash and Settlement Shares. Lead Plaintiff and
Lead Plaintiff’s Counsel have held further negotiations since the Stipulation was signed. After
extensive review of the time and expense reports, and with full knowledge of the amounts
recovered, Lead Plaintiff has negotiated further with Lead Counsel and they have agreed to
reduce Plaintiffs’ Counsel’s® requested fees to just eight and one-half percent (8.5%) of cash
funds and Settlement Shares.

OPTrust, a major payer of our fee*, and the fiduciary representative of the Nortel I Class,
has stated its belief that such fee is fair and reasonable to the Nortel I Class and Plaintiff Counsel
and should be approved by the Court. See Gavin Affidavit ] 43-45. 1t is respectfully submitted
that the Court should therefore give great deference to Lead Plaintiff’s agreement that the Fee

Application is fair, reasonable and adequate.
Lead Counsel also request reimbursement of the costs and expenses incurred by
Plaintiffs’ Counsel in connection with the litigation in the amount of $3,750,041.27, together

with interest on such amount at the same rate as accrued by the cash settlement funds from the

3 Plaintiffs’ Counsel include Lead Plaintiff’s Counsel, Milberg Weiss Bershad & Schulman
LLP (formerly known as Milberg Weiss Bershad Hynes & Lerach LLP) (“Milberg Weiss™) and
the Ontario law firm of Koskie Minsky LLP, regular pension counsel to the Lead Plaintiff
(“Koskie Minsky”), as well as counsel who represented the plaintiffs’ initially appointed as Lead
Plaintiffs in the Nortel I Action prior to OPTrust’s appointment as sole Lead Plaintiff, including
the New York law firms of Abraham, Fruchter & Twersky LLP (formerly Fruchter & Twersky
LLP), Weiss & Lurie (formerly Weiss & Yourman), Lovell Stewart Halebian, LLP, Wechsler
Harwood LLP (formerly Wechsler Harwood Halebian & Feffer, LLP), Murray, Frank & Sailer
LLP, Mager & Goldstein, and the Philadelphia law firm of the Law Offices of Bernard M. Gross,
P.C. See Compendium.

4 Pursuant to the Private Securities Litigation Reform Act (“PSLRA”), OPTrust was
granted Lead Plaintiff status based, among other things, on its loss, $33,073,424.00 (CDN$),
being the largest of those seeking to be appointed as Lead Plaintiff. Thus it has a direct and
substantial interest in seeking to limit counsel’s fee.



date of deposit of the funds in escrow through the date of payments. These costs and expenses
have been advanced by Lead Counsel over the course of the last five years and represent a
significant investment made by Lead Counsel, without which the case could not have succeeded.

C. The Settlement Notice

In accordance with the Court’s June 29, 2006 Preliminary Order for Notice and Hearing
in Connection with Settlement Proceedings (the “Preliminary Approval Order”), on July 21,

2006, Lead Counsel caused the Claims Administrator to distribute over 733 thousand copies of
the Court-approved Notice of Certifications in Canada and Proposed Settlements of Class
Actions, Motions for Attorneys’ Fees and Settlement Fairness Hearings (Nortel I) (the “Nortel
Settlement Notice”) to potential Class members. See Zola Affidavit §14. As a result of requests
from brokers and other nominees, over 470 thousand additional copies of the Settlement Notice
and Proof of Claim forms have been sent out to members of the Class. See Zola Affidavit [18.
In total over 1,245,000 copies of the Settlement Notice and Proof of Claim forms have been sent
out to date. See Zola Affidavit §28.

The Settlement has also been published on the Intemet,www.nortelsecuritieslitigation.com,
which includes printable versions of the Settlement Notice, the Proof of Claim foﬁn, the
Stipulation of Settlement, and various relevant litigation documents. The Notice notified the
Class, inter alia, that Lead Counsel would apply to the Court for an award of attorneys’ fees not to
exceed 10 % of the proposed Settlement, plus reimbursement of reasonable costs and expehses
incurred in connection with the prosecution of this litigation in an amount not to exceed $5
million, the deadline for Class members to file objections to the requested fees and expenses is

September 19, 2006.



II. LEAD COUNSEL’S SERVICES

Plaintiffs respectquy refer the Court to the Joint Declaration filed herewith for a full
déscription of the claims (J§f 9-27), the history of the litigation (Jf 28-79), the substantial risks
and uncertainties that Lead Counsel surmounted (] 86-105), and the other factors that support
both the Settlement and this Fee Application (I 106-139). |

The proposed Settlement came neither quickly nor easily. The following is only a brief
summary of the major services performed and major steps leading to the Nortel I Settlement.
This case was commenced in February of 2001. Defendants’ motion to dismiss was fully briefed
and argued and was denied by this Court. Lead Plaintiff moved to certify the Class and appoint
OPTrust as Class representative. In connection with this motion, OPTrust produced thousands of
pages of documents and Defendants deposed two OPTrust representatives. The certification
motion was extensively briefed, notably including submissions from five different experts, and
was extensively argued. This Court granted class certification. Nortel petitioned for leave to
appeal the Court’s certification decision, which petition was denied. Lead Plaintiff and
Defendants argued over the Notice of Pendency until this Court rejected Defendants’ arguments
and ordered Defendants to negotiate with Class Counsel on agreed language for the Notice of
Pendency. Over 591,000 copies of the Notice of Pendency were distributed in 2004 and a
Summary Notice of Pendency was published in 7 newspapers, in two different languages, on
three different occasions. In response to the Notice of Pendencey, 1,583 timely and 55 late

requests for exclusion were submitted.”

> Sée Affidavit of Jack R. DiGiovanni Re: (A) Mailing of Notice of Pendency of Class
Action; (B) Publication of the Summary Notice; and (C) Report on Exclusion Requests
Received, dated July 2, 2004, filed with the Court on July 6, 2004.






