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Bell Aliant

News release

Thursday, May 5, 2011
Bell Aliant reports first quarter 2011 results

« Net NAS declines improve for fourth consecutive quarter
+ Atlantic residential revenues return to positive growth
» fibreOP™ network coverage reaches 178,000 homes and businesses

Halifax, NS — Bell Aliant Inc. (TSX: BA) today reported financial results for the first quarter of 2011 for
Bell Aliant Inc. (Bell Aliant) and Bell Aliant Regional Communications Inc. (Bell Aliant GP).

“Our first quarter results show that the focused execution of our strategic initiatives has us on the right path,”
said Karen Sheriff, president and chief executive officer, Bell Aliant. “With our accelerated expansion of
fibre-to-the-home (“FTTH"), our net NAS declines continue to improve and our Internet and TV revenues are
growing such that our Atlantic residential revenues have returned to positive growth after a period of decline.”

‘l am very encouraged by these results, especially considering that we have much of our FibreOP network
expansion still ahead of us,” continued Ms. Sheriff. “| am confident that accelerating our FTTH network coverage
in 2011 and 2012, combined with our recently announced launch of FibreOP 2.0 with an even better TV experience
and faster Internet speeds, will give us the scale and competitive advantage to turn our overall revenue
trajectory around.”

“The first quarter was a very strong start to what will be a year of high execution for us. We expect EBITDA

to be under pressure for the balance of this year as we incur start-up costs associated with increasing the
number of customers subscribing to this new technology. That said, it is short-term pain that we can live with,
considering the long-term benefits of the competitive advantage FibreOP gives us,” concluded Ms. Sheriff.

First quarter 2011 highlights’
Bell Aliant Inc.'s net earnings in the first quarter of 2011 were $84 million with earnings per share and adjusted

earnings per share in the quarter of $0.37 and $0.44, respectively.2

First quarter financial highlights of Bell Aliant GP are summarized as follows:

Q1 Q1 Percentage
(In millions of dollars) (unaudited) 2011 2010 Change
Operating Revenue 682 689 (1.0)%
EBITDA before pension current service costs 345 352 (2.0)%
EBITDA 329 339 (2.8)%
Capital Expenditures 120 94 (26.7)%
Free Cash Flow 88* 57 (55.4)%

* excludes $200 million lump sum pension contribution



Declines in Bell Aliant GP's operating revenues in the first quarter of 2011 were held to 1.0 per cent compared to
the same quarter a year earlier, as growth in Internet and TV revenues largely offset declines in local and long
distance revenues. Net network access services (NAS) declines continued an improving trend, with lower net
declines than the same quarter a year earlier for the fourth consecutive quarter. Net NAS declines were 33,000
in the first quarter of 2011, down from 39,000 in the same quarter in 2010, due to strong bundling performance
and retention programs, bolstered by the expansion of FibreOP Internet and TV service coverage in Atlantic
Canada. Atlantic residential revenues increased approximately 3 per cent in the first quarter of 2011 from the
same quarter in 2010, after experiencing several quarters of year-over-year decline.

Excluding pension current service costs, operating expenses in the first quarter of 2011 were flat to the same
quarter of 2010. The expense benefits of staff reductions and continued productivity gains were offset by a
$4 million increase in equity-based incentive costs following a large reduction adjustment in the first quarter
of 2010, and expense increases associated with the ramp-up of the FibreOP rollout. Pension current service
costs in the first quarter of 2011 also increased $2 million from the same quarter in 2010, as a result of lower
interest rates.

EBITDA declined $9 million (2.8 per cent) in the first quarter of 2011 compared to the same quarter in 2010, as a
result of lower revenues and the increase in pension current service costs. EBITDA before pension current service
costs declined $7 million (2.0 per cent) in the first quarter of 2011 from the same quarter a year ago. Shifts in

the revenue mix to lower margin revenues lowered EBITDA margin in the first quarter of 2011 to 48.3 per cent,
down from 49.2 per cent in the same quarter of 2010, in line with the annual decline expected for 2011.

Capital expenditures in the first quarter of 2011 increased $25 million (26.7 per cent) from the same quarter a
year earlier, driven by the planned expansion of FibreOP coverage areas and connecting customers to the FTTH
network. Capital expenditures are expected to continue to increase in the coming quarters of 2011 as Bell Aliant
executes its plan to pass over 600,000 homes and businesses with FibreOP services by the end of 2012.

Free cash flow before a one-time lump sum pension contribution of $200 million was $88 million in the First
quarter of 2011, up $31 million from the same quarter a year earlier. The improvement in free cash flow was
driven by a $48 million improvement in non-cash working capital which was offset by the increase in capital
expenditures. The lump-sum contribution to the pension plans was funded by a preferred share issue of

Bell Aliant’s subsidiary, Bell Aliant Preferred Equity Inc., which was completed in March 2011.

Revenue Details

Local service and long distance revenues declined $13 million (4.0 per cent) and $3 million (2.7 per cent),
respectively, in the first quarter of 2011 compared to the same quarter in 2010, primarily as a result of

4.7 per cent lower NAS than a year earlier. Selected pricing actions somewhat offset the revenue effects of
NAS declines.

Internet revenue grew by $8 million (7.0 per cent) in the first quarter of 2011 compared to the same period in
2010. Residential high speed average revenue per customer (ARPC) grew 4.8 percent while high-speed Internet
customers grew by 3.8 per cent from the same period a year earlier. Customer demand for more bandwidth
and premium services continued to move customers to higher value services like FibreOP which, along with
selected pricing action, pushed ARPC in the first quarter of 2011 to its highest level to date.

Bell Aliant passed an incremental 40,000 homes and business with FibreOP services in the first quarter of 2011,
bringing homes and businesses passed with FTTH at the end of March 2011 to 178,000. Growth in the FibreOP
coverage area drove substantially all of the IPTV net customer additions in the first quarter of 2011 as IPTV
revenues reached $9 million with a total of 54,000 IPTV customers at the end of March 2011.



Other data revenue declined $3 million (3.8 per cent) in the first quarter of 2011 from the same quarter a year
earlier as a result of competitive pressures and migration to alternate technologies.

Wireless revenues increased $2 million (11.0 per cent) in the first quarter of 2011 from the same quarter in 2010,
driven by subscriber growth of 10.8 per cent compared to the end of March 2010.

Other revenues decreased $3 million (6.0 per cent) in the first quarter of 2011 compared to the same quarter in
2010 driven by lower product sales.

Medium Term Notes Issued

On April 26, 2011 Bell Aliant LP issued $300 million of 7-year medium term notes (MTN) at a rate of 4.88 per cent,
the proceeds of which will be used on May 6, 2011 to partially redeem 4.72 per cent medium term notes due
September 26, 2011 (the “2011 Notes”). Following the redemption, $105 million of the 2011 Notes will remain
outstanding, which Bell Aliant LP expects to repay with free cash flow and/or short term borrowing at maturity.

“We are pleased that we have been able to successfully execute on our financing plans by completing two
attractive financing deals so far this year,” said Glen LeBlanc, executive vice president and chief financial officer,
Bell Aliant. “With our preferred share offering and recent MTN issue, we are reducing our financial risk profile
and securing attractive financing rates for the future, all while giving investors alternative ways to invest in

Bell Aliant.”

Declared Dividends

Bell Aliant’s Board of Directors declared a quarterly dividend of $0.4750 per common share, payable on

June 30, 2011 to shareholders of record at the close of business on June 15, 2011. The expected annual dividend
of $1.90 per share represents a yield of 7.0 per cent based on the May 5, 2011 closing price.

Bell Aliant Preferred Equity Inc. also declared the first dividend on its Series A Preferred Shares of

$0.35545 per share to be paid on June 30, 2011 to shareholders of record as of June 15, 2011. This initial
dividend on the preferred shares covers the period from March 15, 2011 to June 30, 2011. Future dividends on
the Series A Preferred Shares are expected to be $0.303125 quarterly or $1.2125 per share paid annually,
for the initial 5 year period, which ends on March 31, 2016.

Unless otherwise stated, dividends paid by Bell Aliant and Bell Aliant Preferred Equity Inc. to Canadian residents
are “eligible dividends” as defined by the Canadian Income Tax Act and corresponding provincial legislation.

Supplementary Financial Information

More information on Bell Aliant's and Bell Aliant GP’s first quarter 2011 results can be found in Bell Aliant’s
first quarter 2011 supplementary information package and Bell Aliant GP's first quarter 2011 Management's
Discussion and Analysis (MD&A), available at www.bellaliant.ca/investors.

Analyst conference call
A conference call discussing first quarter results with the financial community was held on May 6, 2011. A replay
of the conference call will be available on our website, www.bellaliant.ca, for one year.

1. See Notes section at the end of this release for definitions of the non-International Financial Reporting Standard (IFRS) financial metrics.
2.Bell Aliant converted from an income trust to a corporate structure on January 1, 2011. Prior year net earnings and earnings per share

metrics of the trust structure are not meaningful or comparable to 2011 results.



Notes
The information contained in this news release is unaudited.

(1) Bell Aliant derives virtually all of its income from its ownership in Bell Aliant GP. Bell Aliant GP's results
consolidate the results of Bell Aliant Regional Communications, Limited Partnership (Bell Aliant LP), Télébec,
Limited Partnership (Télébec) and NorthernTel, Limited Partnership (NorthernTel).

(2) Percentage changes quoted in this release related to dollar values are based on amounts rounded to the
nearest hundred-thousand, consistent with disclosure in Bell Aliant's supplementary information package
and Bell Aliant GP’'s MD&A for the first quarter of 2011. Dollar values quoted in this release are rounded to
the nearest million unless otherwise stated.

(3) Definitions of non-IFRS measures:

a. Adjusted earnings per share: Bell Aliant defines adjusted earnings per share as fully diluted earnings
per share adjusted for the after-tax per share impact of amortizing purchase price allocations (PPA)
amounts, which represent the adjustments to historical cost of tangible and intangible assets acquired
in business combinations.

b. EBITDA: Bell Aliant defines EBITDA as operating revenue less expenses (earnings) before interest, income
taxes, depreciation and amortization expense, severance and other charges.

c. EBITDA margin: Bell Aliant defines EBITDA margin as EBITDA as a percentage of operating revenue.

d. Free Cash Flow: Bell Aliant defines free cash flow as cash generated from operating activities less capital
expenditures. Free cash flow includes the operations of Bell Aliant and Bell Aliant GP on a combined basis.

For a reconciliation of these non-IFRS measures to the most closely comparable IFRS measures, please refer to
Bell Aliant GP's MD&A for the first quarter of 2011.

Forward-looking Information

This news release contains forward-looking statements concerning anticipated future events, results,
circumstances or expectations, in particular as described in the “Medium Terms Notes Issued” and “Declared
Dividends” sections of this news release. Unless otherwise indicated, such forward-looking statements describe
management’s expectations at May 5, 2011. These statements are based on management's beliefs regarding
future events, many of which, by their nature are inherently uncertain and beyond management’s control.
These statements are not guarantees of future performance and are subject to assumptions which may prove
to be inaccurate and numerous risks and uncertainties which are difficult to predict.

About Bell Aliant

Bell Aliant (TSX: BA) is one of North America’s largest regional communications providers and the first company
in Canada to cover an entire city with fibre-to-the-home (FTTH) technology with its FibreOP services. Through
its operating entities it serves customers in six Canadian provinces with innovative information, communication
and technology services including voice, data, Internet, video and value-added business solutions. Bell Aliant's
employees deliver the highest quality of customer service, choice and convenience.
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Bell Aliant Inc.
Management’s Discussion and Analysis
First Quarter 2011

This document provides management’s discussion and analysis (MD&A) of our financial condition
as at, and results of operations for, the three months ended March 31, 2011, compared to the
corresponding period in 2010. This MD&A should be read together with our unaudited interim
financial statements and accompanying notes for the period ended March 31, 2011, (interim
financial statements), the unaudited interim consolidated financial statements and accompanying
notes and MD&A of Bell Aliant Regional Communications Inc. (Bell Aliant GP) for the period ended
March 31, 2011, the audited consolidated financial statements and accompanying notes and
MD&A of Bell Aliant Regional Communication Income Fund’s (the Fund) for the year ended
December 31, 2010, and the audited consolidated financial statements and accompanying notes
and MD&A of Bell Aliant Regional Communications Holdings, Limited Partnership (Bell Aliant
Holdings LP) for the year ended December 31, 2010. All amounts in this document are in millions
of Canadian dollars, except where noted. Our interim financial statements, including the
information for the prior year comparative period presented therein, have been prepared in
accordance with International Accounting Standard (IAS) 34, Interim Financial Reporting” and
International Financial Reporting Standard (IFRS) 1, First-time adoption of IFRS.

On January 1, 2011, the Fund completed its conversion from an income trust structure to a
corporate structure (the Conversion). Bell Aliant Inc. is the successor corporation to the Fund.
As part of the Conversion, Bell Aliant Holdings LP was dissolved and certain of its subsidiaries
and affiliates amalgamated. Bell Aliant GP is the successor corporation to Bell Aliant Holdings
LP. Throughout this document, all references to “we”, “us” and ““our” refer to Bell Aliant Inc.
for 2011 and to the Fund and its subsidiaries prior to January 1, 2011.

Additional information about us and Bell Aliant GP, including annual reports, quarterly financial
statements and MD&As, supplementary financial information, as well as annual information
forms and information circulars, can be found under ““financial reports” on Bell Aliant Inc.’s
website at www.bellaliant.ca. These and other continuous disclosure documents are also
available at www.sedar.com.

Forward-looking information

This MD&A is dated May 5, 2011, and is current to that date unless otherwise stated. It contains
forward-looking information related to our future financial condition and results of operations,
and anticipated future events and circumstances, including in particular under the heading
“Future changes in accounting policies”. The purpose of this forward-looking information is to
provide the reader with information about our expectations and plans for 2011 or other future
periods. Readers are cautioned that such information may not be appropriate for other
purposes. This information is based on our current expectations and estimates about the
markets in which we and Bell Aliant GP operate and our beliefs and assumptions regarding these
markets. Unless otherwise indicated, forward-looking information in this MD&A describes our
expectations at May 5, 2011. In some cases, forward-looking information may be identified by
words such as “anticipate”, “believe”, *“could”, “expect”, “plan”, “seek”, “may”, “intend”,

“will””, “forecast” and similar expressions.
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This information is subject to important risks and uncertainties, which are difficult to predict,
and assumptions, which may prove to be inaccurate. Some of the risk factors which could cause
results or events to differ materially from current expectations include but are not limited to:
our economic dependence on Bell Aliant GP, and therefore all of the risks and uncertainties to
which its operations are subject, including increasing competition and ability to achieve
strategies and plans; general economic conditions and changing regulations; the unpredictability
and volatility of our share price; and the provisions we make in respect of certain taxes which
could materially change. Some of these risk factors are largely beyond our control. Refer to the
“Risk management” section of this MD&A for further discussion of these and other risk factors.

Should any risk factor affect us in an unexpected manner, or should assumptions underlying the
forward-looking information prove incorrect, the actual results or events may differ materially
from the results or events predicted. Unless otherwise indicated, forward-looking information
does not take into account the effect that transactions or non-recurring or other special items
announced or occurring after this information is provided may have on our business. All of the
forward-looking information reflected in this document and the documents referred to within are
qualified by these cautionary statements. There can be no assurance that the results or
developments anticipated will be realized or, even if substantially realized, that they will have
the expected consequences for us. Except as may be required by Canadian securities laws, we
disclaim any intention and assume no obligation to update or revise any forward-looking
information, even if new information becomes available, as a result of future events or for any
other reason. Readers should not place undue reliance on any forward-looking information.

See also the “Risk management” section of the Fund’s MD&A for the year ended December 31,
2010, and the “Assumptions made in the preparation of forward-looking information” and “Risks
that could affect our business and results” sections of the MD&A of Bell Aliant Holdings LP for the
year ended December 31, 2010, which are available at www.bellaliant.ca as well as
www.sedar.com.

OUR BUSINESS

We hold an investment in Bell Aliant GP, which operates one of the largest regional communications
service providers in North America.

We own all but one voting common share of Bell Aliant GP, with BCE Inc. (BCE) indirectly owning the
remaining voting common share. Bell Aliant GP consolidates the financial results of Bell Aliant Regional
Communications, Limited Partnership (Bell Aliant LP), Télébec, Limited Partnership (Télébec),
NorthernTel, Limited Partnership (NorthernTel) and Bell Aliant Preferred Equity Inc. We account for
our investment in Bell Aliant GP on an equity basis as we exercise significant influence over the
operating, investing and financial policies of this entity, but we do not control it. Under a
securityholders’ agreement, BCE has certain governance rights that give it control over Bell Aliant GP,
so long as their ownership interest in us is 30.0 per cent or greater and certain commercial agreements
are in place with Bell Aliant LP.

We are economically dependent on Bell Aliant GP to provide the cash flow we require to pay dividends
to our shareholders. As we are affected by the events and transactions, financial and capital
management, and risks and uncertainties of Bell Aliant GP, these factors could materially influence the
dividends we receive from it, and in turn, our ability to pay dividends.
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CORPORATE CONVERSION

On January 1, 2011, the Fund completed its conversion from an income trust structure to a corporate
structure.

As part of the Conversion, the Fund’s unitholders received one common share of Bell Aliant Inc. for
each Fund unit held. BCE and Bell Canada exchanged 100 per cent of their class B exchangeable
limited partnership units issued by Bell Aliant LP, 100 per cent of their class 1 exchangeable limited
partnership units issued by Bell Aliant Holdings LP, 100 per cent of their special voting units issued by
the Fund, and all but one of their voting common shares of Bell Aliant GP for common shares in Bell
Aliant Inc. Through a series of steps, the Fund’s assets and liabilities were transferred to Bell Aliant
Inc. and the Fund was dissolved and terminated. As well, Bell Aliant Holdings LP transferred its assets
to Bell Aliant GP, which in turn assumed Bell Aliant Holdings LP’s liabilities. Bell Aliant Holdings LP was
then dissolved, cancelling all of its units. Bell Aliant Regional Communications Holdings Inc. and the
predecessor to Bell Aliant GP then amalgamated.

Unitholders’ proportionate ownership interests in Bell Aliant Inc. were effectively unchanged by the
Conversion.

These transactions were accounted for at carrying values since there was no substantial change in
ownership or control. As well, BCE and Bell Canada continue to have the same governance rights and
proportionate ownership interest in Bell Aliant Inc. as they had in the Fund (on an as-converted basis)
before the Conversion. Our ownership interest in Bell Aliant GP increased from indirectly owning 82.5
per cent of Bell Aliant Holdings LP before the Conversion, to directly owning over 99.9 per cent of Bell
Aliant GP upon completion of the Conversion.

The Conversion had no impact on Bell Aliant GP’s underlying business model or operating plans, but is
expected to reduce administrative costs previously associated with the more complex trust structure,
improve comparability of our financial condition and results of operations to our peers, and broaden
our potential investor base.

Bell Aliant Inc.’s common shares began trading on the Toronto Stock Exchange on January 4, 2011,
under the trading symbol “BA”.



SUMMARY OF RESULTS

The following table shows selected consolidated financial results for the most recent eight quarters.
This quarterly information is unaudited and is prepared on an IFRS basis, except where otherwise
noted. The comparability of results between periods before and after January 1, 2011, is significantly
affected by the effects of the Conversion.

For the eight quarters ended March 31 2011 2011 2010 2009®
(millions of dollars, except per share/ unit

amounts) Q1 Q4 Q3 Q2 Q1 Q4 Q3 Q2
Income (loss) from equity investments and

other revenues $88.2 | ($1395.3) ($0.5) $47.9 $3019 | $80.2 $80.7 $76.3
Net earnings (loss) from continuing

operations 875 | (1396.2) (20) 465 3013 79.4 80.0 74.8
Net earnings (loss) from discontinued

operations 3.4) ©0.7) 0.6 - - 2.0 (5.7 3.4)
Net earnings (loss) $84.1| ($1396.9) ($0.4) $46.5 $3013 $77.3 $743 $714
Basic earnings (loss) per share / unit from

continuing operations 0.38 (10.96) ©.0) 0.37 2.37 063 063 0.59
Basic earnings (loss) per share / unit from

discontinued operations 0.0) 0.0) 0.01 - - 0.02) (0.05) (0.03)
Basic earnings (loss) per share / unit $0.37 ($10.97) - $0.37 $2.37[ $0.61 $0.58 $0.56
Diluted earnings (oss) per share / unit from

continuing operations 0.38 (10.96) ©0.0) 0.37 0.49 055 058 055
Diluted earnings (oss) per share/ unit from

discontinued operations 0.0) 0.01 0.01 - - ©.0) (.05 (.03)
Diluted earnings (loss) per share / unit $0.37 ($10.97) - $0.37 $0.49 $0.54 $0.53 $0.52
Dividends / distributions declared $108.2 $92.4 $924 $923 $923| $923 $923 $92.3

@ Financial results for the quarters of 2009 are presented on a Canadian GAAP basis.

Net earnings (loss)

Net earnings (loss) represents equity income from our investment in Bell Aliant GP. Our net earnings
also include an immaterial amount of interest income earned on cash and cash equivalents, operating
expenses and deferred income tax recovery. Our net earnings are dependent upon the results of
operations of Bell Aliant GP. Prior to the Conversion, the Fund’s income from equity investments also
included the change in fair value net of distributions of the class 1 exchangeable limited partnership
units issued by Bell Aliant Holdings LP. The financial performance of Bell Aliant GP for the three
months ended March 31, 2011, compared to the same period in 2010, is discussed in its first quarter
2011 MD&A.

Current year net earnings are not directly comparable to the prior period due to the effect of the
Conversion. Net earnings from continuing operations decreased $213.8 million, or 71.0 per cent, for
the first quarter of 2011, compared to the same period in 2010. The decrease is largely attributable to
Bell Aliant GP recording in the first quarter of 2010 a $189.2 million gain on the fair value re-
measurement of the class B exchangeable limited partnership units issued by Bell Aliant LP, offset
somewhat by a $52.3 million expense related to distributions declared on these exchangeable limited
partnership units. The re-measurement and distributions did not recur in the first quarter of 2011, as
these units were transferred to Bell Aliant GP as part of the Conversion, and thus are now eliminated
upon consolidation of Bell Aliant LP. In addition, during the first quarter of 2010, the Fund recorded
in income from equity investments a $73.8 million gain on the re-measurement of the class 1
exchangeable limited partnership units issued by Bell Aliant Holdings LP, offset somewhat by a $20.5
million expense related to distributions declared on these exchangeable limited partnership units, with
no similar transaction occurring in 2011. The quarter-over-quarter decline was partially offset by the
increase in our percentage equity ownership interest in Bell Aliant GP as a result of the Conversion.
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In the first quarter of 2011, net loss from discontinued operations of $3.4 million represents our
proportionate share of the loss on Bell Aliant GP’s sale of the xwave business which was completed on
January 1, 2011. There were no discontinued operations in the quarter ended March 31, 2010.

Dividends /Zdistributions declared

During the first quarter of 2011, we declared dividends of $108.2 million, or $0.475 per share,
compared to declaring distributions totalling $92.3 million, or $0.725 per unit, in the first quarter of
2010. With the Conversion, we have significantly more shares outstanding than the Fund had units
outstanding. This is due to the exchange of exchangeable limited partnership units for our shares by
BCE and Bell Canada in the Conversion. For comparison purposes, the combined distributions declared
by the Fund on its units and by Bell Aliant Holdings LP and Bell Aliant LP on exchangeable limited
partnership units in the first quarter of 2010 were $165.1 million.

We are entirely dependent on dividends from Bell Aliant GP to pay our dividends. A further discussion
of dividends paid by Bell Aliant GP can be found in its MD&A for the three months ended March 31,
2011.

FINANCIAL AND CAPITAL MANAGEMENT

The following table summarizes our financial position as at March 31, 2011, as compared to December
31, 2010.

(millions of dollars) As at March 31, 2011 As at December 31, 2010
Total assets $3,537.1 $1,012.6
Total liabilities - 30.9
Shareholders' / unitholders' equity $3,637.1 $981.7

Assets and liabilities

At March 31, 2011, our total assets increased $2,524.5 million from the balances at December 31, 2010,
and mainly consisted of our investment in, and other amounts receivable from, Bell Aliant GP. The
carrying value of our investments have increased by $2,556.0 million since December 31, 2010,
primarily as a result of the Conversion as our ownership interest in Bell Aliant GP has increased by 17.4
percentage points to over 99.9 per cent, or $2,608.5 million representing the value of BCE and Bell
Canada’s interest in Bell Aliant Holdings LP, Bell Aliant LP, all but one common share of Bell Aliant GP,
less $39.3 million of other conversion related adjustments.

We generally consolidate our excess cash with that of Bell Aliant LP and invest it together in
marketable, short-term money market instruments. As such, the balance due from related parties and
our cash and cash equivalent balance will fluctuate over time depending on our cash requirements. At
March 31, 2011, these assets decreased $2.8 million from the balances at December 31, 2010. As well,
distributions receivable from Bell Aliant Holdings LP decreased by $29.6 million from December 31,
2010, due to a change in the timing of when Bell Aliant GP dividends are declared and paid in 2011.

Our liabilities consist mainly of dividends payable to our shareholders if, as, and when declared by the
board of directors. At March 31, 2011, there were no declared dividends payable to our shareholders,
compared to distributions payable to unitholders of $30.9 million as at December 31, 2010, due to a
change in the timing of when we declare and pay dividends.

Common shares

At March 31, 2011, there were 227,786,584 common shares outstanding. There were also 1,609,760
deferred shares issued under our deferred share plan. Only 927,385 of the deferred share are
considered dilutive, as the vesting of the remainder is subject to prescribed performance targets being
met. Accordingly, there were 228,712,702 common shares outstanding on a fully diluted basis as at
March 31, 2011.
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At April 29, 2011, there were 227,786,579 common shares outstanding.
RELATED PARTY TRANSACTIONS

As previously discussed in the “Our business” section, we own over 99.9 per cent equity interest in Bell
Aliant GP. BCE and Bell Canada own one voting common share and we own the remaining voting
common shares. During the first quarter of 2011, upon completion of the Conversion, the
securityholders’ agreement with BCE and Bell Canada was amended and restated to reflect the
Conversion and the continuation of their governance and other rights in the new corporate structure.

Refer to note 10 of our interim financial statements for information on our related party transactions
with Bell Aliant GP.

SIGNIFICANT ACCOUNTING POLICIES
International financial reporting standards (IFRS)

Our interim financial statements represent the initial presentation of our results and financial position
under IFRS and have been prepared in accordance with IAS 34, Interim Financial Reporting, and with
IFRS 1, First-time Adoption of IFRS, as issued by the International Accounting Standards Board (IASB)
and in accordance with the accounting policies we expect to apply in our financial statements for the
year ending December 31, 2011. They do not include all of the information required for full annual
financial statements. Previously, our annual and interim consolidated financial statements were
prepared in accordance with Canadian Generally Accepted Accounting Policies (Canadian GAAP). The
adoption of IFRS has not had a material impact on our overall performance, strategic decisions, or
underlying trends of our operations.

Impact of transition to IFRS

IFRS 1, First-time adoption of international financial reporting standards sets forth guidance for the
initial adoption of IFRS. Our analysis of IFRS and comparison to our accounting policies under Canadian
GAAP determined that we were generally aligned with IFRS in many areas, but also identified some key
differences. In addition, as we equity account for our investment in Bell Aliant GP, our IFRS transition
is affected by the accounting policy choices made by them. Refer to Bell Aliant Holdings LP’s MD&A for
the year ended December 31, 2010, and Bell Aliant GP’s interim financial statements for the period
ended March 31, 2011, for explanations of these differences and adjustments.

IFRS 1 provides both mandatory exceptions and optional exemptions. In general, we have chosen to
apply certain optional exemptions to reduce the complexity involved in transitioning to IFRS, as the
cost of not applying the exemptions would far outweigh the benefit to the users of our financial
statements. Refer to note 11 of our interim financial statements for the period ended March 31, 2011,
for more detail on the significant IFRS 1 exemptions we have taken and reconciliations between our
2010 Canadian GAAP results and the 2010 IFRS results. The reconciliations include Total equity as at
January 1, 2010, March 31, 2010, and December 31, 2010, and Net earnings (loss) and Comprehensive
income (loss) for the three months ended March 31, 2010, and year ended December 31, 2010. Our
IFRS accounting policies are provided in note 2 to our interim financial statements for the period ended
March 31, 2011.

Future changes in accounting policies

A number of new standards, amendments to standards, and interpretations are not yet effective for
the year ending December 31, 2011, and have not been applied in preparing our financial statements
for the period ended March 31, 2011. They are set out as follows:

IFRS 7, Financial Instruments: Disclosure

The IASB issued IFRS 7, Financial Instruments: Disclosure, which requires increased disclosure
surrounding the transfer of financial assets, particularly where there is a disproportionate amount of
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transfer transactions that take place at the end of a reporting period. The amendments to IFRS 7 come
into effect for periods beginning on or after July 1, 2011.

IFRS 9, Financial Instruments

The IABS issued IFRS 9, Financial Instruments, which is the first phase of the IASB’s three phase project
to replace IAS 39, Financial Instruments: Recognition and Measurement. It is applicable to financial
assets and requires classification and measurement in either the amortized cost or the fair value
category. IFRS 9 comes into effect for periods beginning on or after April 1, 2013.

IAS 12, Income Taxes

The IASB issued IAS 12, Income Taxes, which sets presumptions for the recovery of certain assets and is
relevant in those cases where different tax consequences can arise depending on how the carrying
amounts are recovered. The amendments to IAS 12 come into effect for periods beginning on or after
January 1, 2012.

We are evaluating the effect, if any, that these new standards will have on our financial results.

RISK MANAGEMENT

During the first quarter of 2011, we have not identified any significant changes to the nature of the
risks that we are exposed to in our business.

CONTROLS AND PROCEDURES
Internal control over financial reporting

Management is responsible for establishing and maintaining adequate internal control over financial
reporting, as defined in National Instrument 52-109 Certification of Disclosure in Issuers’ Annual and
Interim Filings. Our internal control framework is based on the criteria published in the report Internal
Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission. The CEO and CFO evaluated the design of our internal control over financial reporting as
at March 31, 2011, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with IFRS.

There have been no changes in our internal control over financial reporting during the three months
ended March 31, 2011, that have materially affected, or are reasonably likely to materially affect, our
internal control over financial reporting.
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BELL ALIANT INC.

Income statement
(Unaudited)

For the three months ended March 31

(in millions of Canadian dollars, except earnings per share / unit)  Notes 2011 2010
Income from equity investments 3 88.2 301.9
Operating expenses 1.0 0.6
Earnings before income tax 87.2 301.3
Deferred income tax recovery 4 (0.3) -
Net earnings from continuing operations 87.5 301.3
Net loss from discontinued operations of equity investments 3 (3.4) -
Net earnings 11 84.1 301.3
Earnings per share / unit 6
Basic from continuing operations 0.38 2.37
Basic from discontinued operations (0.01) -
Basic 0.37 2.37
Diluted from continuing operations 0.38 0.49
Diluted from discontinued operations (0.01) -
Diluted 0.37 0.49
See accompanying notes to the financial statements
Statements of comprehensive income
(Unaudited)
For the three months ended March 31
(in millions of Canadian dollars) Note 2011 2010
Net earnings 11 84.1 301.3
Other comprehensive income (loss) 3
Actuarial gains (losses) on defined benefit pension (DB) and
other post-employment benefits (OPEB) plans 10.2 (144.6)
Reclassification of losses on derivatives to finance expense 0.8 0.9
11.0 (143.7)
Comprehensive income (loss) 95.1 157.6

See accompanying notes to the financial statements
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BELL ALIANT INC.

Statements of financial position

(Unaudited)

As at As at As at
(in millions of Canadian dollars) Notes March 31, 2011  December 31, 2010 January 1, 2010
Assets
Current assets
Cash and cash equivalents 10 5.1 5.3 2.6
Distributions receivable 10 - 29.6 31.1
Due from related parties 10 24.8 27.4 25.2
29.9 62.3 58.9
Non-current assets
Deferred charges 0.1 - -
Deferred income tax asset 4 0.8 - -
Investments 3 3,506.3 950.3 2,577.1
3,507.2 950.3 2,577.1
Total assets 3,537.1 1,012.6 2,636.0
Liabilities and shareholders’ / unitholders’
equity
Current liabilities
Payables and accruals - 0.1 -
Distributions payable - 30.8 30.8
- 30.9 30.8
Shareholders’ / unitholders’ equity 11 3,537.1 981.7 2,605.2
Total liabilities and shareholders’ /
unitholders’ equity 3,637.1 1,012.6 2,636.0

See accompanying notes to the financial statements
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BELL ALIANT INC.

Statements of cash flows
(Unaudited)

For the three months ended March 31

(in millions of Canadian dollars) Notes 2011 2010
Cash from (used in) operating activities
Net earnings from continuing operations 87.5 301.3
Adjustments to reconcile net earnings to cash
from operating activities
Income from equity investments 3 (88.2) (301.9)
Change in operating assets and liabilities 7 1.0 0.6
Deferred income tax recovery 4 (0.3) -
Cash from (used in) financing activities
Issuance of shares / units on exercise of deferred share
plan units 5 0.1 0.4
Redemption of shares / units 5 (0.2)
Purchase of shares / units for dividend / distribution
reinvestment 5 4.1) 4.1)
Cash distributions paid to unitholders (29.4) (88.2)
Cash dividends paid to shareholders (105.5) -
(138.9) (92.0)
Cash from investing activities
Cash dividends / distributions received from
equity investments 3 138.7 93.3
138.7 93.3
Net increase (decrease) in cash from continuing operations 0.2) 1.3
Cash and cash equivalents, beginning of year 5.3 2.6
Cash and cash equivalents, end of year 5.1 3.9

See accompanying notes to the financial statements
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BELL ALIANT INC.

Notes to the financial statements
(Unaudited)

March 31, 2011

1. DESCRIPTION OF BUSINESS

Bell Aliant Inc. (previously 7538502 Canada Inc.) was incorporated on April 30, 2010, under the laws of Canada
to facilitate the conversion of Bell Aliant Regional Communications Income Fund (the Fund) from an income
trust structure into a corporate structure (the Conversion). As of December 31, 2010, Bell Aliant Inc. had not
carried on any active business.

On January 1, 2011, as part of the Conversion, BCE Inc. (BCE) and Bell Canada exchanged their interests in
Bell Aliant Regional Communications, Limited Partnership (Bell Aliant LP) and in Bell Aliant Regional
Communications Holdings, Limited Partnership (Bell Aliant Holdings LP), 100 per cent of special voting units
issued by the Fund, and all but one of their voting common shares of Bell Aliant Regional Communications
Holdings Inc. (Bell Aliant Holdings GP) for our common shares. Fund unitholders exchanged their units for
our common shares. Refer to note 5 for further details.

As a result of these transactions, on January 1, 2011, BCE and Bell Canada owned 43.88 per cent of common
shares of Bell Aliant Inc. on a fully diluted basis and one common share of Bell Aliant Regional
Communications Inc. (Bell Aliant GP), with the remaining common shares of Bell Aliant GP owned by Bell
Aliant Inc. BCE and Bell Canada retained certain rights in respect of the board of Bell Aliant GP, as
provided in the securityholders’ agreement as further discussed in note 2. The securityholders’ agreement
with BCE and Bell Canada was also amended to reflect the Conversion and the continuation of BCE’s and
Bell Canada’s governance rights in the new corporate structure. Bell Aliant Inc. continues to exercise
significant influence over the operating, investing and financial policies of Bell Aliant GP, but does not
control it. As a result, Bell Aliant Inc. equity accounts for its investment in Bell Aliant GP. Bell Aliant GP
consolidates its operating subsidiaries. These unaudited interim financial statements should be read in
conjunction with the unaudited consolidated interim financial statements of Bell Aliant GP as at March 31,
2011.

As the original unitholders of the Fund and Bell Aliant Holdings LP have an interest in essentially the same
underlying assets and liabilities, but through different legal structures of Bell Aliant Inc. and Bell Aliant GP,
the Conversion has been accounted for on a continuity of interests basis. Accordingly, the financial
statements of Bell Aliant Inc. reflect the financial position, results of operations and cash flows as if it had
always carried on the business of the Fund. Comparative amounts in these financial statements are those of
the Fund and they are presented on a consolidated basis.

All references to “we”, “us” or “our” refer to Bell Aliant Inc. for 2011 and to the Fund and its subsidiaries
for prior periods.

We hold an investment in entities whose operations are primarily focused on the provision of regional
telecommunications services in Atlantic Canada, Ontario and Quebec. We are incorporated and domiciled
in Canada. The address of our registered office is 1505 Barrington Street, Halifax, Nova Scotia, B3J 2Wa3.
These interim financial statements were approved and authorized for issue by the board of directors on May
5, 2011. The consolidated financial statements of the Fund for the year ended December 31, 2010,
prepared using Canadian generally accepted accounting principles (GAAP), where approved by the board of
directors and authorized for issue on March 9, 2011.
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BELL ALIANT INC.

Notes to the financial statements
(Unaudited)

March 31, 2011

2. SIGNIFICANT ACCOUNTING POLICIES
Statement of compliance and conversion to International Financial Reporting Standards (IFRS)

As these unaudited interim financial statements (interim financial statements) represent the initial
presentation of our results and financial position under IFRS, they were prepared in accordance with
International Accounting Standard (IAS) 34, Interim Financial Reporting and IFRS 1, First-time Adoption of
IFRS, using accounting policies consistent with IFRS as issued by the International Accounting Standards
Board (IASB) and interpretations of the IFRS Interpretations Committee. They are prepared in accordance
with the accounting policies we expect to adopt in our December 31, 2011, financial statements, but do not
include all of the information required for full annual financial statements. Previously, our annual and
interim consolidated financial statements were prepared in accordance with Canadian GAAP.

Basis of preparation

These unaudited interim financial statements have been prepared on the historical cost basis except for the
revaluation of certain financial assets and liabilities, which are measured at their fair value, as discussed
further under “Financial instruments” and “Investments”.

The accounting policies set out below have been applied consistently to all periods presented in these
interim consolidated financial statements, including comparative periods. They have also been applied in
preparing a statement of financial position at January 1, 2010, for the purposes of the transition to IFRS, as
required by IFRS 1. The effect of the transition from Canadian GAAP to IFRS is explained in note 11.

Use of accounting estimates

Management is required to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosures of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting periods. By their nature, these estimates
and assumptions are subject to measurement uncertainty and as such, actual results could differ from
estimates used in these financial statements. We use estimates for certain items such as income taxes.

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, balances with banks and notes receivable from Bell Aliant
LP as described in note 10, all of which are readily convertible to cash and subject to insignificant risk of
change in fair value, liquidity and credit risk.

Dividends / Distributions

Dividends / distributions receivable from our investment in Bell Aliant GP and dividends / distributions
payable to our shareholders are recorded when declared.

Investments
Common shares of Bell Aliant GP

We equity account for our over 99.99 per cent investment in common shares of Bell Aliant GP, as we exercise
significant influence over the operating, investing and financial policies but do not control this entity.
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BELL ALIANT INC.

Notes to the financial statements
(Unaudited)

March 31, 2011

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Investments (continued)
Common shares of Bell Aliant GP (continued)

BCE and Bell Canada own one common share of Bell Aliant GP. Under a securityholders’ agreement, BCE has
certain rights in respect of the board of Bell Aliant GP including:

e The right to appoint up to a majority of directors for so long as BCE and Bell Canada, directly or
indirectly, hold not less than 30 per cent of our shares and certain commercial agreements are in
place; and

e The right to require written consent from BCE, along with the majority vote from the board, prior to
undertaking certain matters or transactions for so long as BCE and Bell Canada, directly or indirectly,
hold not less than 20 per cent of our shares.

As a result of these rights, BCE controls the board of directors of Bell Aliant GP.
Class 2 limited partnership units issued by Bell Aliant Holdings LP (class 2 units)

In 2010, and prior periods, we equity account for our investment in class 2 units, as we exercise significant
influence over the operating, investing and financial policies but do not control Bell Aliant Holdings LP.

On January 1, 2011, as part of the Conversion, the class 2 units were cancelled.
Class 1 exchangeable limited partnership units issued by Bell Aliant Holdings LP (class 1 units)

In 2010, and prior periods, the class 1 units held by BCE and Bell Canada are classified as financial
liabilities, as discussed in note 11. As a result, we equity account for 100 per cent of the net earnings of
Bell Aliant Holdings LP. We also recognize the fair value of the class 1 units as a reduction to our
investment in Bell Aliant Holdings LP, and record the changes in the fair value of the class 1 units in income
from equity investments. As the class 1 units are intended to be, to the greatest extent practicable, the
economic equivalents of the Fund units, the fair value of the class 1 units is established based on the
quoted market price of the Fund units at the reporting period date. Distributions declared by Bell Aliant
Holdings LP on the class 1 units are recognized as a decrease to income from equity investments.

On January 1, 2011, as part of the Conversion, the class 1 units were cancelled.
Functional currency

These interim financial statements are presented in Canadian dollars, which is our functional and
presentation currency. All financial information presented is in millions of dollars, except as otherwise
noted.

Income taxes

Income tax expense represents current income tax and deferred income tax. Current and deferred income
tax are recognized as an expense or recovery in net earnings, except when they relate to items that are
recognized outside net earnings (whether in other comprehensive income or directly in equity), in which
case the tax is also recognized outside net earnings. In the case of a business combination, the tax effect is
included in the accounting for the business combination.
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BELL ALIANT INC.

Notes to the financial statements
(Unaudited)

March 31, 2011

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Income taxes (continued)

Current tax is the tax currently payable based on taxable earnings for the year, using tax rates enacted or
substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous
years. Taxable earnings differs from earnings as reported in the income statement because of items of
income or expense that are taxable or deductible in years other than the current reporting period or items
that are never taxable or deductible.

In 2010, we qualified as a mutual fund trust for purposes of the Income Tax Act (Canada) and as such, were
only taxable on any amounts not allocated to unitholders. On January 1, 2011, we are taxable on all
income earned.

Deferred tax is recognized using the liability method. Under this method, deferred tax is recognized on the
expected future tax consequences of temporary differences between the carrying amounts of assets and
liabilities for financial statement reporting purposes and their corresponding tax basis used in the
computation of taxable earnings, as well as the benefit of losses that are probable to be realized and are
available for carry forward to future years to reduce income taxes. Deferred tax liabilities are generally
recognized for all taxable temporary differences. Deferred tax assets are generally recognized for all
deductible temporary differences to the extent that it is probable that taxable earnings will be available
against which those deductible temporary differences can be utilized. Such deferred tax assets and
liabilities are not recognized if the temporary difference arises from goodwill or from the initial recognition
(other than in a business combination) of other assets and liabilities in a transaction that affects neither the
taxable earnings or loss nor the accounting earnings or loss. Deferred tax is not recognized for differences
relating to investments in subsidiaries to the extent that we are able to control the reversal of the
temporary difference and it is probable that they will not reverse in the foreseeable future.

Deferred tax assets and liabilities are measured at the tax rates enacted by tax law, or substantively
enacted, that are expected to be in effect when the underlying items of income and expense are to be
realized for tax purposes. The measurement of deferred tax assets and liabilities reflects the tax
consequences that would follow from the manner in which we expect, at the end of the reporting period, to
recover or settle the carrying amount of its assets and liabilities.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to
the extent that it is no longer probable that sufficient taxable earnings will be available to allow all or part
of the asset to be recovered.

The effect of a change in tax rates on deferred tax assets and liabilities is included in earnings in the period
that the change is substantively enacted, except to the extent it relates to items previously recognized
outside earnings in which case the rate change impact is recognized in a manner consistent with how the
items were originally recognized.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax

assets against current tax liabilities and when they relate to income taxes levied by the same taxation
authority, and we intend to settle our current tax assets and liabilities on a net basis.
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BELL ALIANT INC.

Notes to the financial statements
(Unaudited)

March 31, 2011

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments

Financial instruments are recognized when we become a party to the contractual provisions of a financial
instrument or derivative contract. All financial instruments are measured at fair value on initial
recognition.

For purposes of ongoing measurement, we classify financial assets and liabilities according to their
characteristics and management’s choices and intentions related thereto. Subsequent measurement for
these financial assets and liabilities is based on either fair value or amortized cost using the effective
interest method, depending upon their classification. The carrying values of our financial instruments
approximate fair values due to their short-term nature.

Our financial assets and liabilities are generally classified and measured as follows:

Statement of financial position

account Classification  Subsequent measurement
Cash and cash equivalents At fair value through profit or loss Fair value
Distributions receivable Loans and receivables Amortized cost
Due from related parties Loans and receivables Amortized cost
Payables and accruals Other liabilities Amortized cost
Distributions payable Other liabilities Amortized cost

At fair value through profit or loss

Held for trading financial assets are typically acquired with the objective to generate revenue from short-
term fluctuations in price. Interest earned, gains and losses realized on disposal and unrealized gains and
losses from changes in fair value are recorded in operating expenses as incurred.

Loans and receivables

Loans and receivables are not traded in an active market and result from the delivery of cash or other
assets by us to a borrower in return for a promise to repay on demand or on a specified date. Gains and
losses are recognized in operating expenses in the period that the asset is derecognized or impaired.

Other liabilities

Other liabilities include all financial liabilities other than derivative contracts or liabilities that have been
classified as financial liabilities at fair value through profit or loss.
Transaction costs

Transaction costs that are incremental and directly attributable to the acquisition or issue of a financial
asset or financial liability are recorded as follows:
e At fair value through profit or loss - expensed as incurred; and
e Loans and receivables, and other liabilities - included in the carrying value of the financial asset or
financial liability and amortized over the expected life of the financial instrument using the
effective interest rate method.
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BELL ALIANT INC.

Notes to the financial statements
(Unaudited)

March 31, 2011

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Revenue recognition

Income from equity investments is recorded based on our percentage ownership in the net earnings and
comprehensive earnings (loss) of investments over which we exercise significant influence over the
operating, investing and financial policies but do not control.

Interest income is recorded as it is earned.
Earnings per share / unit

Basic earnings per share (EPS) is calculated by dividing the net earnings (loss) attributable to our common
shares/units by the weighted average number of common shares/units outstanding during the period.
Diluted EPS is determined by adjusting the net earnings (loss) attributable to common shares/units and the
weighted average number of common shares/units outstanding for the effects of all potentially dilutive
common shares/units.

Share-based compensation plans

We maintain employee stock savings plans, a deferred share plan for certain employees of Bell Aliant GP,
and a directors’ deferred share unit plan for eligible members of our board of directors, which are
described in note 9. Compensation expense related to the employee stock savings plans and the deferred
share plan is recorded in Bell Aliant GP. For the directors’ deferred share unit plan, we recognize a portion
of compensation expense related to our proportionate share of the directors’ services provided to us. Bell
Aliant GP also recognizes its portion of compensation expense related to its share of the directors’ services.
At the end of each reporting period, we re-assess our estimates of the number and fair value of awards that
are expected to vest in our deferred share plan and recognize the effect of the revisions in contributed
surplus.

Economic dependence

We are economically dependent on Bell Aliant GP, as our ability to pay dividends is entirely dependent on
the dividends received from them. Significant events or transactions in Bell Aliant GP could materially
influence our ability to pay dividends.

New accounting standards not yet adopted

A number of new standards, amendments to standards, and interpretations are not yet effective for the
year ended December 31, 2011, and have not been applied in preparing these financial statements. They
are set out as follows:

IFRS 7, Financial Instruments: Disclosure

The IASB issued IFRS 7, Financial Instruments: Disclosure, which requires increased disclosure surrounding
the transfer of financial assets, particularly where there is a disproportionate amount of transfer
transactions that take place at the end of a reporting period. The amendments to IFRS 7 come into effect
for periods beginning on or after July 1, 2011.

IFRS 9, Financial Instruments
The IASB issued IFRS 9, Financial Instruments, which is the first phase of the IASB’s three phase project to
replace IAS 39, Financial Instruments: Recognition and Measurement. It is applicable to financial assets and

requires classification and measurement in either the amortized cost or the fair value category. IFRS 9
comes into effect for periods beginning on or after April 1, 2013.
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BELL ALIANT INC.

Notes to the financial statements

(Unaudited)

March 31, 2011

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

New accounting standards not yet adopted (continued)

IAS 12, Income Taxes

The IASB issued IAS 12, Income Taxes, which sets presumptions for the recovery of certain assets and is
relevant in those cases where different tax consequences can arise depending on how the carrying amounts
are recovered. The amendments to IAS 12 come into effect for period beginning on or after January 1,
2012.

We are currently evaluating the effect, if any, that these new standards will have on our financial results.

3. INVESTMENTS

The following table provides details of the change in our investments:

For the three months ended March 31 2011 2010
Investments, beginning of period 950.3 2,577.1
Income from equity investments 88.2 301.9
Net loss from discontinued operations of equity investments (3.4) -
Dividends / distributions declared (109.0) (93.4)
Other comprehensive income (loss) 11.0 (143.7)

Common shares issued in exchange for class B exchangeable
limited partnership units of Bell Aliant LP, class 1 exchangeable
limited partnership units of Bell Aliant Holdings LP, special
voting units of the Fund and all but one of BCE and Bell
Canada’s voting common shares of Bell Aliant Holdings GP (note

5) 2,608.5 -
Share issue costs recognized by Bell Aliant GP (1.3) -
Reduction in deferred income tax assets recorded by Bell Aliant

GP (note 5) (21.5) -
De-recognition of the notional deferred tax recovery (note 5) (16.5) -
Investments, end of period 3,506.3 2,641.9

Dividends / distributions received for the three months ended March 31, 2011 were $138.7 million (three
months ended March 31, 2010 - $93.3 million).

Other comprehensive income (loss) relates to Bell Aliant GP’s reclassification to net earnings of
amortization of losses on forward fixed-floating interest rate swaps that were settled in 2007 by Bell Aliant
Holdings LP, as well as the actuarial gains (losses) on defined benefit pension and other post-employment
employee benefit plans and adjustments in connection with asset limitations.
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BELL ALIANT INC.

Notes to the financial statements
(Unaudited)

March 31, 2011

4. INCOME TAXES

Deferred income taxes reflect the net tax effects of temporary differences between the carrying value and
income tax basis of assets and liabilities as well as the benefit of losses that are probable to be realized and
carried forward to future years to reduce income taxes. The income tax effects of temporary differences
that give rise to significant portions of the deferred income tax asset as at March 31, 2011, were as follows:

Share issue costs related to the Conversion (note 5) 0.5
Loss carryforwards 0.3
Deferred income tax asset 0.8

The deferred tax asset of $0.8 million includes $0.7 million, which is expected to be recovered in more than
one year.

Deferred income tax recovery of $(0.3) million for the period ended March 31, 2011, arose from changes in
temporary differences.

The provision for income taxes differs from the amount that would have resulted by applying the statutory
Canadian income tax rates to income from continuing operations before income taxes as follows for the
three months ended March 31, 2011:

Earnings before income tax 87.2
Income tax expense (recovery):
Combined statutory income tax 28.3 32.50 %
Effects of income from equity investments (28.6) (32.80)
Deferred income tax recovery (0.3) (0.30) %

At March 31, 2011, we had $1.0 million in non-capital tax losses available to reduce taxable income in
future years for which we recognize a tax benefit as part of the future tax asset. These losses expire in
2031.

5. SHAREHOLDERS’ CAPITAL
Authorized

Our shareholders’ capital is authorized to include an unlimited numbers of common shares and preferred
shares, which are issuable in series.

Holders of each class of shares have such rights, privileges, restrictions and conditions as determined by our
board of directors prior to the issuance thereof. Holders of each series of preferred shares will generally
not be entitled to vote at meetings of our shareholders. With respect to the payment of dividends and in
the distribution of assets in the event of our liquidation, dissolution or winding-up, whether voluntary or
involuntary, the preferred shares of each series shall rank on parity with the preferred shares of every other
series and are entitled to preference over the common shares.

Issued and outstanding

As at March 31, 2011 As at December 31, 2010

Number of Issued Number of Issued

shares capital units capital

Common shares 227,786,584 6,802.8 - -
Units - - 127,394,907 4,195.6
Special voting units _ - 100,373,827 -
227,786,584 6,802.8 4,195.6
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BELL ALIANT INC.

Notes to the financial statements
(Unaudited)

March 31, 2011

5. SHAREHOLDERS’ CAPITAL (Continued)

Issued and outstanding (continued)

As at March 31, 2011, there were no preferred shares issued and outstanding.
Conversion to a corporation

On January 1, 2011, as part of the Conversion, BCE and Bell Canada exchanged 100 per cent, or 72,205,024,
class B exchangeable limited partnership units issued by Bell Aliant LP, 100 per cent, or 28,168,803, class 1
exchangeable limited partnership units issued by Bell Aliant Holdings LP, 100 per cent, or 100,373,827,
special voting units issued by the Fund, and all but one of the voting common shares of Bell Aliant Holdings
GP that they held for 100,373,827 Bell Aliant Inc. common shares. Fund unitholders exchanged 100 per
cent, or 127,394,907 units, for Bell Aliant Inc. common shares. Bell Aliant Inc. became the successor
company of the Fund.

Through a series of steps, the assets of Bell Aliant Holdings LP were transferred to its subsidiary, Bell Aliant
GP, which in turn assumed Bell Aliant Holdings LP’s liabilities. Bell Aliant Holdings LP then dissolved,
cancelling all of its units. Bell Aliant Holdings GP and Bell Aliant GP then amalgamated and Bell Aliant GP
became the successor company of Bell Aliant Holdings LP.

The carrying value of $2,608.5 million assigned to the common shares issued in exchange for class B
exchangeable limited partnership units of Bell Aliant LP (class B units), class 1 exchangeable limited
partnership units of Bell Aliant Holdings LP (class 1 units), special voting units of the Fund and all but one of
BCE and Bell Canada’s voting common shares of Bell Aliant Holdings GP, was determined based on the
following:
e The carrying value of the financial liability of $732.1 million for class 1 units, which was recognized
as a decrease to the investment in Bell Aliant Holdings LP in our statement of financial position as
at December 31, 2010,
e The carrying value of the financial liability of $1,876.6 million assigned to the common shares of
Bell Aliant GP issued in exchange for class B units, and
e The carrying value of $(0.2) million of BCE and Bell Canada’s investment in Bell Aliant Holdings GP
as at December 31, 2010.

We also recognized $1.7 million in share issue costs, net of tax of $0.5 million, as a reduction in stated
capital when the common shares were issued on Conversion.

As part of the Conversion, we recorded a $21.5 million decrease to contributed surplus to correspond with
the reduction, of the same amount, in deferred income tax assets reported by Bell Aliant GP. The
reduction in deferred income tax assets recorded by Bell Aliant GP is the result of Bell Aliant GP reporting,
as part of the Conversion, the expected future tax consequences of temporary differences between the
reported carrying amounts and corresponding tax values of assets and liabilities previously attributed to BCE
and Bell Canada’s interest in the class B exchangeable limited partnership units of Bell Aliant LP and the
Fund’s non-controlling interest in Télébec Limited Partnership and NorthernTel Limited Partnership. We
also de-recognized $16.5 million notional deferred tax recovery recorded in prior periods as part of the
income from equity investments in relation to our proportionate share of temporary differences discussed
above, as this amount was included in the $21.5 million decrease recognized by Bell Aliant GP. These
transactions were recorded with a corresponding decrease in the investment in Bell Aliant GP, as discussed
in note 3.

In addition, we recorded $1.3 million decrease in contributed surplus with the corresponding decrease in

the investment in Bell Aliant GP, in relation to share issue costs recognized by Bell Aliant GP as part of the
Conversion.
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5. SHAREHOLDERS’ CAPITAL (Continued)

Common shares

The following table provides details of the change in our issued and outstanding common shares for the
three months ended March 31, 2011.

Number of shares Issued capital

Effect of the Conversion:

Common shares issued in exchange for class B exchangeable

limited partnership units of Bell Aliant LP, class 1

exchangeable limited partnership units of Bell Aliant

Holdings LP, special voting units of the Fund and all but one

of BCE and Bell Canada’s voting common shares of Bell

Aliant Holdings GP (note 3) 100,373,827 2,608.5

Common shares issued in exchange for issued and

outstanding Fund units 127,394,907 4,195.6

Share issue costs related to the Conversion, net of tax - 1.7
Shares issued on exercise of deferred share plan units (note 9) 17,857 0.4
Fractional share adjustments (7 -
Common shares outstanding as at March 31, 2011 227,786,584 6,802.8

On December 31, 2010, Bell Aliant Inc. had 10 common shares outstanding that were repurchased and
cancelled during the Conversion.

The value of shares issued on exercise of deferred share plan units was recorded net of tax withheld of $0.3
million.

Units
On January 1, 2011, 127,394,907 Fund units, representing 100 per cent of the Fund units outstanding at
December 31, 2010, were exchanged for our common shares at their carrying value of $4,195.6 million, and

then cancelled.

The following table provides details of the change in our issued and outstanding units for the three months
ended March 31, 2010.

Number of Issued

units capital

Units outstanding, December 31, 2009 127,264,016 4,192.2
Deferred unit plan units exercised (note 9) 13,462 0.4
Redemption of units (959) (0.1)
Fractional unit adjustment (6) -
Units outstanding, March 31, 2010 127,276,513 4,192.5

Dividend reinvestment and optional share purchase plan

Under the provisions of our dividend reinvestment and optional share purchase plan, shareholders can elect
to receive additional common shares in lieu of receiving cash dividends. Each participant in the plan may
also make optional cash payments, subject to certain dollar value and time restrictions, to purchase
additional common shares. To satisfy the purchase of common shares under this plan, we may issue
common shares out of treasury or common shares may be purchased on the open market.
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5. SHAREHOLDERS’ CAPITAL (Continued)

Dividend reinvestment and optional share purchase plan (continued)

For the three months ended March 31, 2011, we bought 162,222 common shares (three months ended March
31, 2010 - 168,900 Fund units) on the open market for shareholders participating in the dividend
reinvestment and optional share purchase plan. This was in lieu of paying $2.7 million in cash dividends and
$1.4 million in cash distributions (three months ended March 31, 2010 - $4.1 million in cash distributions)
and, in respect of the optional share purchase plan, cash payments received of $0.2 million (three months

ended March 31, 2010 - $0.3 million).

6. EARNINGS PER SHARE / UNIT

For the three months ended March 31 2011 2010
Basic:
Net earnings from continuing operations 87.5 301.3
Net loss from discontinued operations (3.4) -
Net earnings 84.1 301.3
Weighted average number of shares / units outstanding 227,775,748 127,270,942
Basic earnings per share / unit from continuing operations 0.38 2.37
Basic earnings per share / unit from discontinued operations (0.01) -
Basic earnings per share / unit 0.37 2.37
Diluted:
Net earnings from continuing operations 87.5 301.3
Distributions to holders of Class 1 exchangeable partnership units issued
by Bell Aliant Holdings LP - 20.5
Increase in value of Class 1 exchangeable partnership units issued by Bell
Aliant Holdings LP - (73.8)
Distributions to holders of Class B exchangeable partnership units issued
by Bell Aliant LP - 52.3
Increase in value of Class B exchangeable partnership units issued by Bell
Aliant LP - (189.2)
87.5 111.1
Net loss from discontinued operations (3.4) -
Diluted net earnings 84.1 111.1
Weighted average number of shares / units outstanding 227,775,748 127,270,942
Add exchangeable limited partnership units:
Class 1 exchangeable limited partnership units of Bell Aliant
Holdings LP - 28,168,803
Class B exchangeable limited partnership units of Bell Aliant LP - 72,205,024
Deferred shares / units under share-based compensation plan (note 9) 927,385 741,970
228,703,133 228,386,739
Diluted earnings per share / unit from continuing operations 0.38 0.49
Diluted earnings per share / unit from discontinued operations (0.01) -
Diluted earnings per share / unit 0.37 0.49

28



BELL ALIANT INC.

Notes to the financial statements
(Unaudited)

March 31, 2011

7. CHANGE IN OPERATING ASSETS AND LIABILITIES

For the three months ended March 31 2011 2010
Due from related parties 1.2 0.5
Deferred charges (0.1) -
Payables and accruals (0.1) 0.1

1.0 0.6

The change in operating assets and liabilities is net of the changes in amounts receivable from the deferred
share plan, as discussed in note 9. Changes in the amounts receivable caused by share issuance, as discussed
in note 5, are reflected as financing activities in the statements of cash flows when the deferred shares are
exercised.

8. DIVIDENDS DECLARED TO SHAREHOLDERS

Subject to Board approval, we pay quarterly dividends from all dividends received from Bell Aliant GP, less
normal operating expenses, for or in respect of the relevant period. Shareholders can elect to receive
additional shares in lieu of receiving cash dividends, as discussed in note 5. For the three months ended March
31, 2011, we declared and paid a quarterly dividend for $0.475 per share, or $108.2 million.

For the three months ended March 31, 2010, we declared monthly distributions to unitholders of $0.2417 per
unit, for a total of $0.725 per unit, or $92.3 million.

9. SHARE-BASED COMPENSATION PLANS
Employee stock savings plans

On January 1, 2011, as part of the Conversion, our two employee unit purchase plans for eligible employees
of certain subsidiaries of Bell Aliant Holdings LP became employee stock savings plans for eligible
employees of certain subsidiaries of Bell Aliant GP, with substantially the same terms as before the
Conversion. Holders of Fund units through the employee unit purchase plans received our common shares in
exchange for such Fund units on a one-for-one basis.

Under the terms of the plans, employees can choose each year to have a portion of their annual base
earnings withheld to purchase our common shares. Bell Aliant GP also contributes to the plan on behalf of
participants based upon employee contributions. The purchase price of the Bell Aliant Inc. common shares
is the average cost of the common shares purchased on the Toronto Stock Exchange (TSX) for credit to
participants’ accounts on the investment date. Participants in the plans receive additional common shares
in lieu of receiving cash dividends from us. To satisfy employee purchases of our common shares under
these plans, we may issue up to 2,079,527 additional common shares out of treasury or purchase the
required common shares on the open market.

The total number of our common shares bought on the open market for our employee stock savings plans for
the three months ended March 31, 2011, was 533,655 (three months ended March 31, 2010 - 537,210 Fund
units). Compensation expense related to the employee stock savings plans of $2.4 million was recorded by
Bell Aliant GP for the three months ended March 31, 2011 (three months ended March 31, 2010 - $2.3 million).

Deferred share plan
On January 1, 2011, as part of the Conversion, our deferred unit plan (DUP) became a deferred share plan
(DSP). The deferred units, issued under the DUP, were converted to deferred shares, entitling plan

members to one of our common shares or its cash equivalent for every vested deferred share held, carrying
the same vesting and performance criteria as the deferred units.
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9. SHARE-BASED COMPENSATION PLANS (Continued)
Deferred share plan (continued)

The DSP is intended to further align the long-term incentive compensation of certain of our executives and
senior management with the drivers of long-term shareholder value. Under the DSP, we may grant deferred
shares to eligible plan members in such number and at such times as is determined by the board of directors
as a bonus or in respect of services rendered by the plan member or otherwise as compensation. On the
grant date, plan members are credited with the deferred shares granted to them. Grantees are also
entitled to receive additional deferred shares based on dividends that would have been received had the
deferred shares been converted to actual common shares. The deferred shares vest equally over a period
of three years, subject to attaining certain financial performance criteria and continued employment
throughout the vesting period. Plan members have the option to receive either one of our common shares
or its cash equivalent for each vested deferred share upon qualifying for payout under the terms of the
grant. There is no exercise price paid by the grantee for deferred shares. We may issue up to 3,125,765
additional common shares out of treasury to satisfy awards under the DSP. Any deferred shares that do not
vest due to failure to achieve prescribed performance targets are forfeited, and any unvested deferred
shares of a plan member are forfeited upon their departure (in certain circumstances of departure, a
portion of the unvested deferred shares may vest on a prorated basis to the end of employment date,
subject to actual performance results on the financial performance criteria).

A summary of the status of the deferred shares and changes during the period are as follows:

For the three months ended March 31 2011 2010
Deferred shares / units outstanding, beginning of period 1,380,567 1,293,699
Granted:
January 2011 - Service period fiscal 2011 to 2013 321,949 _
Reinvested dividends / distributions during the period 38,508 30,058
360,457 30,058
Forfeited (78,704) (233,204)
Exercised (52,560) (13,462)
Deferred shares / units outstanding, end of period 1,609,760 1,077,091
Deferred shares / units vested, end of period 927,385 741,970

The fair value of the 360,457 deferred shares granted or credited on reinvestment of notional distributions
and dividends for the three months ended March 31, 2011 (three months ended March 31, 2010 - 30,058
deferred units granted or credited) was $9.6 million, or $26.52 per deferred share (three months ended March
31, 2010 - $0.8 million, or $26.34 per deferred unit).

As the deferred shares may be settled with our common shares when exercised, for the three months ended
March 31, 2011, we have recorded in contributed surplus the equivalent of the compensation expense increase
(decrease) that was recorded by Bell Aliant GP of $1.8 million (three months ended March 31, 2010 - $(2.6)
million plus $(0.1) million of other adjustments). This amount is equal to the cost of the deferred shares,
recognized over the vesting period, and the change in the quoted market price of our common shares between
the grant date and the reporting period date.
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9. SHARE-BASED COMPENSATION PLANS (Continued)
Deferred share plan (continued)

Of the 52,560 deferred shares exercised during the three months ended March 31, 2011, we issued 17,857
common shares from treasury as discussed in note 5, and the remainder were settled in cash by Bell Aliant GP,
including amounts withheld for income taxes (three months ended March 31, 2010, - 13,462 Fund units issued
from treasury and none cash settled). The 17,857 common shares (three months ended March 31, 2010 -
13,462 units) we issued out of treasury had an average market value of $26.61 per share (three months ended
March 31, 2010 - $26.92 per unit). When exercised, the corresponding value of $0.7 million (three months
ended March 31, 2010 - $0.4 million) was reclassified from contributed surplus to issued capital (note 5). We
also recorded a reversal of $0.5 million (three months ended March 31, 2010 - nil) in contributed surplus
related to deferred shares settled in cash by Bell Aliant GP in the period.

Directors’ Deferred Share Unit Plan

We adopted a Directors’ Deferred Share Unit Plan (DDSUP) as part of the Conversion, to further align the
compensation of our directors with the interests of our shareholders. The DDSUP is a cash-settled plan for our
eligible directors who are not employees of Bell Aliant Inc., its subsidiaries, BCE or Bell Canada, under which a
portion of annual directors’ fees will be credited in notional share units. The directors may elect to receive
25 per cent, 50 per cent, 75 per cent or 100 per cent of their annual directors’ fees in the form of deferred
share units under the DDSUP. There are no vesting criteria for the grants and the deferred share units vest
immediately. Directors are only eligible to redeem the deferred share units upon termination of their duties
as directors of Bell Aliant Inc. The redemption payment amount is equal to value of the deferred share units
calculated as the average closing price of our common shares traded on the TSX on the last five days
preceding the redemption date.

For the three months ended March 31, 2011, 3,629 deferred share units were granted. The fair value of the
3,629 deferred share units granted or credited on reinvestment of notional dividends for the three months
ended March 31, 2011, was $0.1 million, or $26.82 per deferred share unit.

Director compensation expense related to the DDSUP of $0.1 million was recorded by Bell Aliant GP for the
three months ended March 31, 2011, related to the deferred share units’ costs, recognized in connection with
receiving directors’ services for the period, and the change in the quoted market price of our common shares
between the grant date and the reporting period date. We recognize an immaterial amount for the director
compensation expense related to the DDSUP for the three months ended March 31, 2011.

10. RELATED PARTY TRANSACTIONS

Bell Aliant GP

We receive dividends from Bell Aliant GP, as discussed in note 3, which allow us to make our dividend
payments, as discussed in note 8. There were no dividends receivable at March 31, 2011 (December 31,
2010 - $29.6 million distributions receivable).

At March 31, 2011, $24.8 million was due from Bell Aliant LP and its subsidiaries (December 31, 2010 - $27.4

million), which relates to the net of operating expenses payable as well as amounts receivable from the
deferred share plan, as discussed in note 9.
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10. RELATED PARTY TRANSACTIONS (Continued)

Bell Aliant GP (continued)

We loan our excess cash to Bell Aliant LP through a series of promissory notes, and request repayments as
required for operating purposes. The $5.3 million promissory note that was receivable from Bell Aliant LP
at December 31, 2010, was repaid on January 31, 2011. Subsequently issued promissory notes carried a
rate of interest of 1.30 per cent per annum, resulting in an immaterial amount of interest revenue being
earned during the three months ended March 31, 2011 (three months ended March 31, 2010 - immaterial
amount). At March 31, 2011, $4.9 million in promissory notes were receivable from Bell Aliant LP, each
bearing interest at 1.30 per cent per annum and maturing on dates up to April 29, 2011.

There is minimal credit risk associated with balances receivable from related parties at March 31, 2011.

11. TRANSITION TO IFRS

Impact of transition to IFRS
First time adoption of IFRSs

IFRS 1, First-time Adoption of International Financial Reporting Standards, sets forth guidance for the
initial adoption of IFRS. This guidance requires us to establish our IFRS accounting policies in accordance
with standards in effect on our first annual reporting date, December 31, 2011, and apply these policies
retrospectively to determine the IFRS opening statement of financial position at our date of transition,
January 1, 2010. In addition, IFRS 1 provides both mandatory exceptions and optional exemptions to this
general rule. We have chosen to apply certain optional exemptions to reduce the complexity involved in
transitioning to IFRS, as the cost of not applying the exemptions would far outweigh the benefit to the users
of our financial statements.

The significant optional exemptions and mandatory exceptions we applied upon adoption are summarized
below.

Business combinations

IFRS 1 indicates that a first-time adopter may elect not to apply IFRS 3, Business combinations,
retrospectively to business combinations that occurred before the date of transition to IFRS. We have
elected to apply IFRS 3 to business combinations that occur on or after January 1, 2010.

Share-based payment transactions

IFRS 1 encourages, but does not require, first-time adopters to apply IFRS 2, Share-based payment, to
equity instruments that were granted on or before November 7, 2002, or equity instruments that were
granted subsequent to November 7, 2002, and vested before the later of the date of transition to IFRS and
January 1, 2005. We have elected not to apply IFRS 2 to grants that vested prior to January 1, 2010.

Estimates
In accordance with IFRS 1, an entity’s estimates under IFRS at the date of transition to IFRS must be
consistent with estimates made for the same date under previous GAAP, unless there is objective evidence

that those estimates were in error. Our IFRS estimates as of January 1, 2010, are consistent with our
Canadian GAAP estimates for the same date.
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11. TRANSITION TO IFRS (Continued)

Impact of transition to IFRS (continued)

Key accounting differences and anticipated effect on financial results

IFRS employs a conceptual framework that is similar to Canadian GAAP. However, significant differences
exist in certain matters of recognition, measurement, and disclosure. While adoption of IFRS has not
changed our actual cash flows, it has resulted in changes to our reported financial position and results of
operations. Set out below are the key accounting differences that impact our interim financial statements.
Reconciliation of Canadian GAAP to IFRS

Reconciliation of equity

Total equity at January 1, 2010, December 31, 2010, and March 31, 2010, under Canadian GAAP has been
reconciled to amounts reported under IFRS as follows:

At December At March At January

Note 31, 2010 31, 2010 1, 2010

Total equity under Canadian GAAP 3,355.8 4,089.7 4,120.8
Investments A (2,374.1) (1,422.0) (1,515.6)
Total equity under IFRS 981.7 2,667.7 2,605.2

Reconciliation of total comprehensive income (loss)

Net earnings (loss) and comprehensive income (loss) for the three months ended March 31, 2010, and year
ended December 31, 2010, under Canadian GAAP have been reconciled to amounts reported under IFRS as
follows:

Year ended Three months ended

Note December 31, 2010 March 31, 2010

Net earnings (loss) under Canadian GAAP (404.5) 63.2
Income from equity investments A (645.0) 238.1
Net earnings (loss) under IFRS (1,049.5) 301.3
Year ended Three months ended

Note December 31, 2010 March 31, 2010

Comprehensive income (loss) under Canadian GAAP (400.8) 64.0
Change in net earnings (loss) (645.0) 238.1
Other comprehensive loss A (213.5) (144.5)
Comprehensive income (loss) under IFRS (1,259.3) 157.6

(A) Income from equity investments

Under Canadian GAAP, the class 1 units of Bell Aliant Holdings LP, held by BCE and Bell Canada, were
considered to be equity instruments and included in non-controlling interest of Bell Aliant Holdings LP. As
such, we equity accounted for our 82.46 per cent investment in Bell Aliant Holdings LP.

Under IFRS, the terms and conditions of the exchange and liquidity rights issued in connection with the class
1 units allow for the class 1 units to be exchanged for Fund units or cash at the option of the holder, and
are therefore considered to be a financial liability. As a result of this change in presentation, we equity
accounted for 100 per cent of the net assets and net earnings (loss) of Bell Aliant Holdings LP.
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11. TRANSITION TO IFRS (Continued)
Impact of transition to IFRS (continued)
Reconciliation of Canadian GAAP to IFRS (continued)

Upon transition to IFRS at January 1, 2010, the fair value of the class 1 units of $789.6 million was recorded
which increased equity and decreased our investment. Changes in the fair value of the class 1 units are
recorded in income from equity investments and amounted to $73.8 million and $57.5 million for the three
months ended March 31, 2010, and year ended December 31, 2010, respectively. As the class 1 units were
intended to be, to the greatest extent practicable, the economic equivalents of the Fund units, the fair
value of the class 1 units was established based on the quoted market price of the Fund units at the
reporting period date.

Distributions declared by Bell Aliant Holdings LP on the class 1 units in the amount of $20.5 million and
$81.7 million for the three months ended March 31, 2010, and year ended December 31, 2010, respectively,
were recognized as a decrease to income from equity investments.

For a complete description of the differences and adjustments to the net assets and net earnings (loss)
recognized by Bell Aliant GP upon transition to IFRS at January 1, 2010, for the three months ended March
31, 2010, and for the year ended December 31, 2010, refer to note 25 of Bell Aliant GP’s unaudited interim
consolidated financial statements for the three months ended March 31, 2011.
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Bell Aliant

Bell Aliant Regional Communications Inc.
Management’s Discussion and Analysis
First Quarter 2011

This document provides management’s discussion and analysis (MD&A) of our financial condition
as at, and results of operations for, the three months ended March 31, 2011, compared to the
corresponding period in 2010. This MD&A should be read together with our unaudited
consolidated interim financial statements and accompanying notes for the period ended March
31, 2011, (interim financial statements) and the audited consolidated financial statements and
accompanying notes of Bell Aliant Regional Communications Holdings, Limited Partnership (Bell
Aliant Holdings LP) for the year ended December 31, 2010, and related MD&A. All amounts in this
document are in millions of Canadian dollars, except where noted. Our interim financial
statements, including the information for the prior year comparative period presented therein,
have been prepared in accordance with International Accounting Standard (IAS) 34, Interim
Financial Reporting and International Financial Reporting Standard (IFRS) 1, First-time adoption of
IFRS.

On January 1, 2011, Bell Aliant Regional Communications Income Fund (the Fund) completed its
conversion from an income trust structure to a corporate structure (the Conversion). Bell Aliant
Inc. is the successor corporation to the Fund. As part of the Conversion, Bell Aliant Holdings LP
was dissolved and certain of its subsidiaries and affiliates amalgamated. Bell Aliant Regional
Communications Inc. (Bell Aliant GP) is the successor corporation to Bell Aliant Holdings LP.
Throughout this document, unless otherwise specified for 2011 or the context otherwise
indicates, “we”, “us” and ““our” refer to Bell Aliant GP and its subsidiaries and to Bell Aliant
Holdings LP and its subsidiaries prior to January 1, 2011.

Additional information about us and Bell Aliant Inc., including annual reports, quarterly financial
statements and MD&As, supplementary financial information, as well as annual information
forms and information circulars, can be found under “financial reports” on Bell Aliant Inc.’s
website at www.bellaliant.ca. These and other continuous disclosure documents are also
available at www.sedar.com.

Forward-looking information

This MD&A is dated May 5, 2011, and is current to that date unless otherwise stated. It contains
forward-looking information related to our future financial condition and results of operations,
and anticipated future events and circumstances, including in particular under the sections “Cash
requirements” and “Regulatory developments”. The purpose of this forward-looking information
is to provide the reader with information about our expectations and plans and priorities for
fiscal 2011 or other future periods. Readers are cautioned that such information may not be
appropriate for other purposes. This information is based on our current expectations and
estimates about the markets in which we operate and our beliefs and assumptions regarding
these markets. Unless otherwise indicated, forward-looking information in this MD&A describes
our expectations at May 5, 2011. In some cases, forward-looking information may be identified
by words such as “anticipate”, “believe”, “could”, “expect”, “plan”, “seek’, “may”, “intend”,

“will”, “forecast’ and similar expressions.
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This information is subject to important risks and uncertainties, which are difficult to predict,
and assumptions, which may prove to be inaccurate. Some of the risk factors which could cause
results or events to differ materially from current expectations include but are not limited to:
increasing competition; management’s ability to achieve strategies and plans, including
expansion of fibre-to-the-home (FTTH) and managing the cost structure; general economic
conditions; pension valuation and investment risk; reliance on systems; changing technology;
required operating and capital expenditures, and demand for our products and services; our
business relationship with BCE Inc. (BCE) and Bell Canada, including the allocation of business
opportunities; changing regulations; dependence on key suppliers; maintenance of credit ratings;
leverage and restrictive covenants; BCE’s governance rights; reliance on key personnel and
labour relations, including the requirement for effective business continuity planning; legal
contingencies and changes in laws, including laws pertaining to privacy and security of customer
information; success of acquisitions and dispositions; and tax related risks. Some of these risk
factors are largely beyond our control. In addition, a number of assumptions were made by us in
providing forward-looking information in this MD&A, such as certain Canadian economic
assumptions, as well as market, financial and operational assumptions. Refer to the
“Assumptions made in the preparation of forward-looking information and risks that could affect
our business and results” section of this MD&A for further discussion of these and other
assumptions and risk factors.

Should any risk factor affect us in an unexpected manner, or should assumptions underlying the
forward-looking information prove incorrect, the actual results or events may differ materially
from the results or events predicted. Unless otherwise indicated, forward-looking information
does not take into account the effect that transactions or non-recurring or other special items
announced or occurring after this information is provided may have on our business. All of the
forward-looking information reflected in this document and the documents referred to within are
qualified by these cautionary statements. There can be no assurance that the results or
developments anticipated by us will be realized or, even if substantially realized, that they will
have the expected consequences for us. Except as may be required by Canadian securities laws,
we disclaim any intention and assume no obligation to update or revise any forward-looking
information, even if new information becomes available, as a result of future events or for any
other reason. Readers should not place undue reliance on any forward-looking information.

See also the ““Risk management” section of the Fund’s MD&A for the year ended December 31,
2010, and the “Assumptions made in the preparation of forward-looking information” and “Risks
that could affect our business and results” sections of our MD&A for the year ended December 31,
2010, which are available at www.bellaliant.ca as well as www.sedar.com.

OUR BUSINESS

We are one of North America’s largest regional communications service providers and have been
serving customers for over a century. With our FibreOP™ services, we are the first company in Canada
to cover an entire city with fibre-to-the-home (FTTH) technology. We offer a complete range of
innovative information, communication and technology services including voice, data, Internet, TV,
video, wireless and value-added business solutions to our customers across six Canadian provinces.

Our principal operations are carried out by our three operating partnerships, Bell Aliant Regional
Communications, Limited Partnership (Bell Aliant LP), Télébec, Limited Partnership (Télébec) and
NorthernTel, Limited Partnership (NorthernTel). @ We consolidate these and other subsidiary
partnerships and corporations in our financial statements. We operate as one reportable segment,
which represents the manner in which we are organized and managed for planning, assessing
performance and making resource allocation decisions.

36


http://www.bellaliant.ca/�

CORPORATE CONVERSION

On January 1, 2011, the Fund completed its conversion from an income trust structure to the Bell
Aliant Inc. corporate structure.

As part of the Conversion, Fund unitholders received one common share of Bell Aliant Inc. for each
Fund unit held. BCE and Bell Canada exchanged 100 per cent of their class B exchangeable limited
partnership units issued by Bell Aliant LP, 100 per cent of their class 1 exchangeable limited
partnership units issued by Bell Aliant Holdings LP, 100 per cent of their special voting units issued by
the Fund, and all but one of their voting common shares of Bell Aliant GP for common shares in Bell
Aliant Inc. Through a series of steps, Bell Aliant Holdings LP transferred its assets to Bell Aliant GP,
which in turn assumed Bell Aliant Holdings LP’s liabilities. Bell Aliant Holdings LP was then dissolved,
cancelling all of its units. Bell Aliant Regional Communications Holdings Inc. and the predecessor to
Bell Aliant GP then amalgamated.

Unitholders’ proportionate ownership interests in Bell Aliant Inc. were effectively unchanged by the
Conversion.

These transactions were accounted for at carrying values since there was no substantial change in
ownership or control. As well, BCE and Bell Canada continue to have the same governance rights and
proportionate ownership interest in Bell Aliant Inc. as they had in the Fund (on an as-converted basis)
before the Conversion.

The Conversion had no impact on our underlying business model or operating plans, but is expected to
reduce administrative costs previously associated with our more complex trust structure, improve
comparability of our financial condition and results of operations to our peers, and broaden our
potential investor base.

Bell Aliant Inc. common shares began trading on the Toronto Stock Exchange on January 4, 2011, under
the trading symbol “BA”.

FIRST QUARTER IN REVIEW

Although intense competitive activity and technology substitution continue to exert pressure on our
overall operating revenues, for the fourth consecutive quarter our net local network access service
(NAS) customer declines were lower than those experienced in the same period a year earlier. We
have experienced steady growth in our Internet, Internet Protocol TV (IPTV), and wireless customer
bases, which mitigated the effects of NAS customer declines. We continue to pro-actively manage our
operating costs to reduce the effects of local, long distance and other data revenue declines on EBITDA
and to preserve strong EBITDA margins. In combination, these achievements contributed to our
successful delivery of $88.1 million in free cash flow, before a $200 million lump sum pension
contribution, for the first quarter of 2011. The following table provides a summary of our operating
results for the first quarter of 2011.
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Summary of operating results

For the three months ended March 31

(millions of dollars, except as otherwise noted) 2011 2010 % change
Operating revenues $6816 $688.7 10)
EBITDA @ $329.3 $338.7 (2.8)
EBITDA margin @ 48.3% 49 2% (18)
Operating income $1710 $156.8 9.1
Net earnings from continuing operations $88.8 $248.0 64.2)
Net earnings (loss) from discontinued operations (3.4) $0.6 n.m.
Net earnings $85.4 $248.6 (65.6)

n.m.not meaningful

® EBITDA and EBITDA margin are non-IFRS financial measures. Refer to the "Non-IFRS financial measures"”
section for more details.

Operating revenues decreased 1.0 per cent, or $7.1 million, in the first quarter of 2011, compared to
the first quarter of 2010. The decrease was driven by declines in local and access, long distance, and
other revenues, which were only partially offset by growth in our data and wireless revenue. Lower
voice revenues are primarily attributable to the decline in NAS customers due to competitive losses and
a reduction in primary lines as customers adopt wireless and Voice over Internet Protocol (VolP)
technologies. Other revenues also decreased primarily as a result of a decline in telecommunications
equipment sales and rental revenue. Growth in our high-speed Internet, IPTV and wireless customer
bases contributed to higher revenues from these services. The trajectory of operating revenues for our
Atlantic residential market has improved, with an increase in operating revenues of approximately 3
per cent in the first quarter of 2011, compared to the same quarter in 2010, after a period of decline.
Refer to our “Results of operations” section for additional details.

EBITDA decreased by 2.8 per cent, or $9.4 million, in the first quarter of 2011, compared to the first
quarter of 2010. The decline in EBITDA was primarily driven by a change in the mix of operating
revenues towards those with lower margins, together with a $2.3 million increase in operating expense,
which was mainly due to an increase in pension current service costs and higher expense from share-
based compensation adjustments compared to the same quarter in 2010. Savings from ongoing
procurement initiatives and operating efficiencies continue to mitigate cost pressures in 2011, but
were offset by these costs and expense increases associated with the ramp-up of our FibreOP rollout.

EBITDA margin was 48.3 per cent in the first quarter of 2011, a decline of 0.9 percentage points from
the same period in 2010.

Operating income increased 9.1 per cent, or $14.2 million, during the first quarter of 2011, compared
to the first quarter of 2010. The decrease in EBITDA was offset by a $16.9 million decline in
depreciation and amortization, reflecting a decline in our depreciable asset base primarily due to the
impairment charge recorded on certain of our finite-life intangible assets in the fourth quarter of 2010,
combined with a $6.7 million decrease in severance and other charges due to the timing of productivity
initiatives.

Net earnings decreased 65.6 per cent, or $163.2 million, in the first quarter of 2011, compared to the
first quarter of 2010. This decrease is made up of a $159.2 million reduction in net earnings from
continuing operations and a $4.0 million reduction in net earnings from discontinued operations.
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Current year net earnings from continuing operations are not directly comparable to the prior period
due to the effect of the Conversion. The quarter-over-quarter decline is largely attributable to
recording in the first quarter of 2010 a $189.2 million gain on the fair value re-measurement of the
class B exchangeable limited partnership units issued by Bell Aliant LP, offset somewhat by a $52.3
million expense related to distributions declared on these exchangeable limited partnership units. The
re-measurement and distribution did not recur in the first quarter of 2011, as these units were
transferred to us as part of the Conversion and thus are now eliminated upon consolidation of Bell
Aliant LP. Additionally, the decrease in net earnings from continuing operations includes $43.6 million
higher income tax expense in the first quarter of 2011, compared to the same period in 2010, due
mainly to the effect of the Conversion, combined with higher earnings before tax. This was slightly
offset by a $4.6 million reduction in net finance expense.

Net loss from discontinued operations was $3.4 million in the first quarter of 2011, compared to net
earnings of $0.6 million in the same period of 2010, which reflects the loss on the sale of our xwave
business.

Free cash flow

The following table provides a summary reconciliation of cash from operating activities to free cash
flow, along with cash dividends declared (distributions declared in 2010), for the three months ended
March 31, 2011, and the corresponding period in 2010. Since our operations support cash dividends to
Bell Aliant Inc. shareholders, free cash flow combines our cash performance with that of Bell Aliant
Inc. We have also included the adjusted earnings per share (EPS) of Bell Aliant Inc. as we believe this
to be a meaningful measure when assessing our overall performance.

For the three months ended March 31

(millions of dollars, except per share amounts) 2011 2010 % change
Cash from operating activities $7.6 $1510 95.0)
Capital expenditures (119.5) 94.3) 26.7
Free cash flow ® ($1119) $56.7 n.m.
Lump sum pension contribution $200.0 - n.m.
Free cash flow ®before lump sum pension contribution $88.1 $56.7 55.4
Cash dividends / distributions declared © $108.2 $165.1 (34.5)
Adjusted earnings per share of Bell Aliant Inc. ® $0.44 n.m. n.m.

n.m.not meaningful

® Free cash flow and Adjusted earnings per share of Bell Aliant Inc. are non-IFRS measures. Refer to the “Non-IFRS financial
measures” section for further detail.

@ Dividends included amounts declared by Bell Aliant Inc.to shareholders. Distributions include amounts declared by the
Fund to unitholders and by Bell Aliant LP and Bell Aliant Holdings LP to Bell Canada and BCEon units that were
exchangeable into Fund units.

For the three months ended March 31, 2011, we had negative free cash flow of $111.9 million,
compared to positive free cash flow of $56.7 million for the same period in 2010, mainly attributable to
the $200.0 million lump sum pension contribution made in the first quarter of 2011, as discussed
further in the “Financial and capital management” section. Normalizing for this amount, free cash
flow before the lump sum pension contribution was $88.1 million, an increase of $31.4 million, or 55.4
per cent, compared to the same period in 2010.

For the three months ended March 31, 2011, cash dividends declared by Bell Aliant Inc. were $0.475
per common share of Bell Aliant Inc., and represented 122.8 per cent of our combined free cash flow
before the lump sum pension contribution. This elevated payout ratio is attributable to the seasonally
low free cash flow in the first quarter, and is not indicative of our full year expectations. Free cash
flow is historically lowest in the first quarter of the year, as we pay amounts related to prior year
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annual incentives, semi-annual interest payments and prepaid property taxes for the year. Refer to
the “Summary of cash flows” section for additional information on cash from operating activities.

For the three months ended March 31, 2010, cash distributions declared were 291.2 per cent of
combined free cash flow, however distributions made while under an income trust structure were
assessed based on distributions declared as a percentage of distributable cash, which differs from our
measure of free cash flow, as discussed in the “Free cash flow” section of our MD&A for the year ended
December 31, 2010.

Adjusted EPS of Bell Aliant Inc. was $0.44 in the first quarter of 2011, which is the first time we have
presented this non-IFRS financial measure following the Conversion. The amortization of certain finite-
life intangible customer relationship assets acquired in previous business combinations relates to assets
that will largely not be replaced through future capital spending. Once these assets were purchased as
part of a business combination, further costs incurred in relation to acquiring any new subscribers and
retaining existing ones are captured in operating expenses. Therefore, we have excluded this
amortization to provide, what we believe, is a more meaningful measure of earnings per share. Refer
to the “Non-IFRS financial measures” section for more details.

OUR COMPETITIVE LANDSCAPE

Cable companies remain our most significant competitive threat. They continue to expand their local
service areas in our regions, although at a slower rate of expansion from what we have seen in recent
years. At the end of March 2011, the competitive footprint overlap with cable companies was
approximately 69 per cent of residential households in our territories, representing a 2 percentage
point increase from a year ago and unchanged from the end of 2010.

During the first quarter of 2011, we have seen cable companies aggressively market price-discounted
bundled service offerings especially in the communities where we are providing, or have announced we
will provide, our FibreOP services. In response to these pressures, we remain committed to delivering
the highest quality customer service, choice and convenience to our customers. We continue to focus
on making significant investments in fibre optic technology to expand our FTTH network, promote our
competitively priced bundles and provide our customers with the most innovative products and
enhanced technology to meet all their needs. Refer to our accomplishments as discussed in the
“Strategy” section for further details.

STRATEGY

Highlights of strategic achievements in the first quarter of 2011

Progress during the first quarter of 2011 on our five strategic objectives is as follows:
Improve the customer experience

Delivering a superior customer experience continues to be our goal. Our service fundamentals are core
to achieving our strategy and have ensured our success in maintaining service levels. In the first
guarter of 2011, we continued to drive performance and improve the customer experience by keeping
a determined and consistent focus on making it easy for customers to do business with us, by meeting
our commitments, and by doing things right the first time.

Retain our customers

Bundles continue to be instrumental in our strategy for retaining customers and owning the whole
home. Bundles allow us to remain competitive and relevant in the marketplace, offering a complete
and integrated communications, Internet and entertainment solution.

In the first quarter of 2011, we continued to promote bundle offers across all our markets. In FibreOP
markets, bundles are the primary sales tool and customers seek to purchase additional, high-value
services in their bundles, such as higher Internet speed, high-definition (HD) TV programming and
personal video recorder (PVR) services. In addition, customers are much less likely to leave us for a
competitor as they subscribe to bundles with a greater number of services.
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We believe that continuously evolving our products and services to deliver best in class is important to
retaining customers. During the first quarter of 2011, we evolved our business voicemail to include our
new voicemail-to-email service offering. We are confident that product advancement and innovation
will keep us competitive in the marketplace and improve customer satisfaction.

Grow broadband

Our FTTH network has given us a clear advantage that our competitors cannot easily match.
Accelerating our investment in our FibreOP services allows us to give customers access to leading edge
technology, including the fastest Internet speeds and an exceptional TV experience.

We are continuing on the path to expand FibreOP services to more than 600,000 homes and businesses
by the end of 2012, as the successful execution of our FTTH rollout supports all other strategic
objectives of our company. In the first quarter of 2011, we passed an additional 40,000 homes and
businesses with FibreOP services, bringing the total homes and businesses passed to 178,000. As well,
we announced expansion of FibreOP service to:

e Halifax Regional Municipality - we are investing $55 million to serve approximately 160,000
homes and businesses in our largest and most competitive market.

e Truro, Nova Scotia - we are making a $7 million investment to serve approximately 14,000
homes and businesses.

e St. John’s, Newfoundland - we are investing $22 million to serve approximately 60,000 homes
and businesses, representing our first FibreOP investment in Newfoundland and Labrador.

Expansion into these important markets not only represents the introduction of our FibreOP service to
all four Atlantic Canadian provinces but also keeps us on course to passing approximately 300,000
additional homes and business with FibreOP by the end of 2011.

In early April 2011, we announced the launch of FibreOP 2.0 - the next generation in FibreOP services.
With FibreOP 2.0, customers will experience increased Internet speeds and the ability to upload as fast
as they download - a first in Canada for any major service provider. FibreOP 2.0 provides enhanced TV
functions and features including whole home PVR, whole home HDTV, video-on-demand service and a
next generation interactive guide, with easy-to-use features like picture-in-picture browsing, advanced
search capability and the ability to pause a TV program in one room and resume in another.

While FibreOP is our premier service, we also expanded digital subscriber line and fixed wireless
broadband services to an additional 30,875 homes and businesses in the first quarter of 2011. We have
now passed approximately 84.5 per cent of homes in our operating territory with high-speed Internet
service.

Reset our cost structure

In an intensely competitive market, a disciplined approach to cost reduction is critical. The major cost
reduction initiatives for 2011 continue to focus on making our business more efficient through
enhanced workforce productivity, controlling discretionary spending and through optimizing the
benefits of our commercial agreements with Bell Canada.

In the first quarter of 2011, we continued to see the benefits of the limited retirement offers and the
management reductions from the previous year. Workforce management initiatives are continuously
used to achieve the optimal size and configuration of our operations. We continue to move employees
to higher value-add work, most notably to our rapidly expanding FibreOP program, in an ongoing effort
to reset our cost structure.

Discretionary and other spending controls continued into the first quarter of 2011. We attained
considerable savings through vendor negotiations. As well, a large portion of our maintenance
contracts were successfully renegotiated, resulting in better rates and a reduction in contractor cost.
Finally, further cost savings were achieved through our commercial agreements with Bell Canada.
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Engage employees

Fully engaged and high performing employees are essential to our success. We continue to promote a
high performance culture, enhance leadership development and improve communication with
employees.

In the first quarter of 2011, we continued to reinforce our business strategy and goals through multiple
communications channels. In February, we shared our 2010 financial results and 2011 priorities with all
Bell Aliant employees through a webcast hosted by our senior executive. We believe that when our
employees understand our business strategy, including its challenges, opportunities and priorities, they
are highly motivated to help us succeed.

Having strong leadership in our organization is critical. We continue to educate our leaders of people
and develop their talents to enable them to motivate, inspire and challenge every member of their
teams to bring forward their best performance, their highest commitment and their will to win.

We are creating development opportunities for our top talent and ensuring succession plans are in
place for senior leaders and employees with critical skills. Our ability to attract and retain high
performing and fully engaged employees is essential to outperforming our competitors and building a
strong future.

RESULTS OF OPERATIONS

For the three months ended March 31

(millions of dollars) 2011 2010 %change
Local and access $310.0 $322.9 4.0)
Data 212.7 204.0 43
Long distance 945 97.1 2.7
Wireless 23.3 210 1o
Other revenues 411 43.7 6.0)
Operating revenues $6816 $688.7 20)
Operating expenses 352.3 350.0 0.7
EBITDA® $329.3 $338.7 (2.8)
Depreciation and amortization 153.8 170.7 ©9.9)
Severance and other charges 4.5 12 (59.8)
Operating income $1710 $156.8 9.1
Net finance expense 42.2 46.8 ©.8)
Distributions to holders of class Bexchangeable partnership

units issued by Bell Aliant LP - 52.3 n.m.
Gain on the re-measurement of the class Bexchangeable

partnership units issued by Bell Aliant LP - (189.2) n.m.
Other expense 0.1 2.6 n.m.
Income tax expense (recovery) 39.9 3.7) n.m.
Net earnings from continuing operations $88.8 $248.0 64.2)
Net earnings (loss) from discontinued operations (3.4) 0.6 n.m.
Net earnings for the period $85.4 $248.6 65.6)

n.m.not meaningful
EBITDA is a non-IFRS financial measure. Refer to the "Non-IFRS financial measures" section for more details.
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Operating revenues
Local and access

Our local and access revenue is earned primarily through the provision of NAS, along with enhanced
service features, contribution revenues and competitor network access revenues. Local and access
revenue declined 4.0 per cent, or $12.9 million, in the first quarter of 2011, compared to the same
period in 2010, largely driven by a 4.7 per cent drop in our total NAS customers at March 31, 2011,
compared to March 31, 2010. Revenue losses continued to be mitigated through programs targeted at
retaining our highest value customers and selected price increases that reflect the higher value
provided through our bundled packages.

During the first quarter of 2011, our total net NAS declines were approximately 33,000, representing an
improvement of approximately 5,400 in net NAS declines compared to those experienced in the same
period of 2010. This improvement was driven by a greater number of customers choosing our enhanced
bundles, focused customer retention programs and by an easing of the pace of competitive footprint
growth.

At March 31, 2011, the number of residential NAS customers was 6.1 per cent lower than at March 31,
2010, and the number of business NAS customers was 2.0 per cent lower than at March 31, 2010. In our
residential market, we are continuing to experience NAS losses due to increased competitive intensity
and a continued advance of competitive footprint overlap with cable companies, as well as substitution
of traditional wireline service by other services, including wireless and VolP services.

Data

Data revenue is earned through the provision of data access, data circuits, high-speed and dial-up
Internet services, managed network services, IPTV and enhanced services and applications. Revenue
from these services increased 4.3 per cent, or $8.7 million, in the first quarter of 2011, compared to
the same period in 2010. Internet revenues grew by $7.8 million, or 7.0 per cent, and IPTV revenues
grew by $4.2 million, or 84.0 per cent, in the first quarter of 2011, compared to the first quarter of
2010. These increases more than offset the decline in other data revenues of $3.3 million, or 3.8 per
cent, which was driven by customer losses and migration from a legacy data network to a more IP-
based network, only partially offset by increased data product sales.

At March 31, 2011, the number of IPTV subscribers reached approximately 54,000, up 49.9 per cent
from the same period in 2010. Our IPTV customer base continues to expand rapidly, as we expand our
IPTV footprint and consumers choose more advanced and innovative TV services.

In addition, our high-speed Internet customer base was 3.8 per cent higher than at March 31, 2010,
with growth in both the residential and business markets. We have experienced steady growth in our
high-speed Internet customers, although at a lower rate of increase compared to the prior year,
consistent with industry trends. Internet revenue growth has been mainly driven by price increases,
the growth of bundles and customer migration to our higher value services, like FibreOP. These actions
have resulted in our highest residential high-speed Internet average monthly revenue per customer
(ARPC) to date of $40.94 in the first quarter of 2011, up 4.8 per cent from $39.05 in the first quarter of
2010.

Long distance

Long distance revenue, earned through toll and long distance terminating services, declined by 2.7 per
cent, or $2.6 million, in the first quarter of 2011, compared to the first quarter of 2010, due to
customer losses and substitution of traditional wireline service by email, cellular calling and VolP
services. One-time favourable billings adjustments and a reduction in long distance promotional plans
in the first quarter of 2011 improved the year-over-year decline relative to recent quarters. Although
on a quarter-over-quarter basis our average revenue per long distance minute increased by 1.1 per
cent as result of network access fees and other price increases, we experienced a 4.4 per cent decline
in long distance minutes. Generally, revenue from long distance services will decrease as customers
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migrate from legacy long distance plans to our new more price competitive plans that are essential to
maintaining our customer base.

Wireless

Wireless revenue is earned through the provision of cellular, paging and mobile radio services over
digital wireless networks in our Télébec, NorthernTel and KMTS branded territories in Ontario and
Quebec. Wireless revenue increased by 11.0 per cent, or $2.3 million, in the first quarter of 2011,
compared to the first quarter of 2010, mainly due to a 10.8 per cent increase in the number of wireless
customers at March 31, 2011. Wireless ARPC increased marginally by 0.4 per cent, or $0.25, in the first
quarter of 2011, compared to the first quarter of 2010, due to our use of promotional pricing to acquire
and retain customers in the face of aggressive competitive offers.

Other revenues

Other revenues consist mainly of terminal rentals and sales, pole attachment revenue, personal
computer sales, telecommunication equipment sales, custom work completed for large customers, and
revenue generated by our outsourcing arrangement with Bell Mobility. Other revenues declined 6.0 per
cent, or $2.6 million, in the first quarter of 2011, compared to the same period in 2010. Although pole
attachment revenue rose due to price increases in late 2010, the overall decline was largely driven by
decreases in telecommunication equipment sales, other rental revenue and outsourcing revenues.

Expenses
Operating expenses
For the three months ended March 31
(millions of dollars) 2011 2010 % change
Labour costs
Wages, salaries and related taxes and benefits $130.5 $136.3 @.3)
Current service costs of post-employment benefit plans 15.5 B.1 8.3
Share- based compensation plan expense 4.2 ©0.3) n.m.
Contractor,outsourcing and other labour costs 16.5 25 32.0
Capitalized labour (34.4) (33.0) 4.2
Total labour costs 132.3 128.6 2.9
Cost of sales, content costs and payments to other carriers 166.6 165.8 0.5
Real estate expenses 10.4 04 -
Operating taxes 9.9 10.9 9.2)
Bad debt expense 6.3 6.7 6.0)
Other operating expenses 26.8 276 (2.9)
Operating expenses $352.3 $350.0 0.7

Operating expenses were relatively consistent in the first quarter of 2011 with the same period in 2010,
increasing by 0.7 per cent, or $2.3 million.

Total labour costs increased by 2.9 per cent, or $3.7 million, in the first quarter of 2011 compared to
the first quarter of 2010. Contributing to this was a $2.4 million increase in pension current service
costs, a $4.5 million increase in share-based compensation costs, and a $4.0 million increase in
contractor, outsourcing and other labour costs. The increase in current service costs of our post-
employment benefit plans was driven by a lower discount rate used in 2011 compared to 2010 for our
defined benefit (DB) pension and other post employment benefit (OPEB) plans, offset to a certain
degree by the effect of having fewer active members in these plans. The current service costs of our

44



defined contribution (DC) plans were consistent with the prior year. Share-based compensation plan
expense for the first quarter of 2010 included a reduction in compensation expense related to
forfeitures and mark-to-market adjustments of the liability under our executive share-based incentive
plan, which were not as significant in the first quarter of 2011. Contractor, outsourcing and other
labour costs in the first quarter of 2011 reflected escalating resource needs for our FibreOP service
expansion and TV demand, including increased contractor costs related to outsourcing arrangements.
These increases were partially offset by a decline in wages, salaries and related taxes and benefits
expense of $5.8 million mainly due to the continued efficiencies achieved as a result of our
productivity initiatives.

Cost of sales, content costs and payments to other carriers increased by 0.5 per cent, or $0.8 million,
in the first quarter of 2011, compared to the same period in 2010. This was mainly attributable to
higher product cost of goods sold associated with higher product revenues, higher hardware subsidies
driven by increased wireless activations and renewals, and higher IPTV content costs resulting from
growth in our IPTV subscribers. These increases were partially offset by cost savings we achieved
through our commercial agreements with Bell Canada, as well as the elimination of pole attachment
fees due to our repurchase of an interest in poles in Newfoundland.

Operating taxes decreased 9.2 per cent, or $1.0 million, in the first quarter of 2011, compared to the
first quarter of 2010. This is primarily due to lower provincial capital taxes and to a lesser extent,
lower property tax expense.

Bad debt expense decreased 6.0 per cent, or $0.4 million, in the first quarter of 2011, compared to the
same period in 2010, which reflects our continued improvement in accounts receivable management.

Other operating expenses decreased 2.9 per cent, or $0.8 million, in the first quarter of 2011,
compared to the first quarter of 2010. This is mainly attributable to reduced discretionary spending on
general and administrative expenses and lower professional fees.

Depreciation and amortization

Depreciation and amortization decreased 9.9 per cent, or $16.9 million, when comparing the first
guarter of 2011 to the same period in 2010. This decrease is primarily the result of the impairment
charge recorded on certain of our finite-life intangible assets in the fourth quarter of 2010, which
resulted in a significantly lower intangible asset base, offset slightly by shorter estimated useful lives
of these intangible assets.

Severance and other charges

Severance and other charges decreased by 59.8 per cent, or $6.7 million, in the first quarter of 2011,
compared to the corresponding period in 2010. During the first quarter of 2011, the continuation of
our productivity initiatives resulted in a $1.6 million severance and benefit charge and a $2.9 million
real estate rationalization charge. In the first quarter of 2010, there were large productivity initiatives
underway, including voluntary retirement incentives offered to a limited number of unionized
employees in Ontario and Quebec.

Net finance expense

In the first quarter of 2011, net finance expense decreased $4.6 million, or 9.8 per cent, compared to
the same period in 2010. This decline is made up of a $0.6 million increase in finance expense, which
was more than offset by a $5.2 million increase in finance income.

Finance expense increased slightly in the first quarter of 2011, compared to the same period in 2010,
primarily reflecting a higher level of short-term debt at March 31, 2011.

Finance income includes interest earned and the expected returns on pension plan assets. The
increase in finance income was driven by higher expected returns on DB pension plan assets as a result
of a higher pension asset base.

45



Distributions to holders of class B exchangeable partnership units issued by Bell Aliant LP

In the first quarter of 2010, distributions to holders of class B exchangeable partnership units issued by
Bell Aliant LP of $52.3 million were expensed due to financial liability classification of the units under
IFRS. There was no similar distribution expense recognized in 2011, as these units were transferred to
us as part of the Conversion and thus are now eliminated upon consolidation of Bell Aliant LP.

Gain on the re-measurement of the class B exchangeable partnership units issued by Bell Aliant LP

In 2010, Bell Aliant LP’s outstanding class B exchangeable limited partnership units were classified as a
financial liability, and were marked-to-market at each reporting date, with any changes in value being
recognized directly in net earnings for the period. During the first quarter of 2010, we recognized a
gain of $189.2 million, with no similar amount recognized in 2011, as these units were transferred to us
as part of the Conversion and thus are now eliminated upon consolidation of Bell Aliant LP.

Other expense

Other expense was $0.1 million in the first quarter of 2011, representing a decrease of $2.5 million,
from $2.6 million in the first quarter of 2010. This is primarily due to a reduction in losses on fixed
asset retirements, a decrease in foreign exchange losses and a $0.8 million gain recognized on the sale
of land in the first quarter of 2011, with no similar transaction occurring in 2010.

Income tax expense (recovery)

The income tax expense in the first quarter of 2011 was $39.9 million, compared to a recovery of $3.7
million in the first quarter of 2010. This increase 