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Bell Aliant

News release

Tuesday, November 1, 2011

BELL ALIANT REPORTS THIRD QUARTER 2011 RESULTS

+ Year over year revenue trajectory continues to improve

+ FibreOP™ expansion boosts Internet and TV revenue growth, largely offsetting legacy revenue declines

+ Fibre-to-the-home (FTTH) network now passes 398,000 homes and businesses

« Strong fibreOP demand drives acceleration of FTTH rollout pace; 2011 capital expenditure quidance increased

This news release contains forward-looking statements. For a description of the related risk factors and
assumptions please see the section entitled "Forward-Looking Information” later in this release.

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

“Our investment in FibreOP continues to exceed our expectations,” said Karen Sheriff, president and chief
executive officer, Bell Aliant. “Our revenue performance in the quarter was solid, with growth in Internet and
TV revenues largely offsetting declines in our legacy voice business. We are seeing overall revenue growth and
customer retention benefits in our FibreOP territories as we build scale in our TV business and provide a better
Internet service.”

“We continued to steadily expand our FTTH footprint this quarter, adding on average over 1,000 homes per day
to our coverage area to total 104,000 new homes passed,” continued Ms. Sheriff. “Demand for the service is
very strong, with take-rates on both fibreOP Internet and TV higher than we earlier anticipated. We are going
to take advantage of this positive momentum to further accelerate our FTTH rollout for 2011 to meet the strong
customer demand. All of this bodes well for our future outlook.”

Bell Aliant now expects to pass approximately 450,000 homes and businesses with FTTH by the end of 2011,
up from the previous estimate of 430,000. Accordingly, Bell Aliant has increased its 2011 capital expenditure
guidance to $560 - $575 million, up from its earlier guidance of $520 — $560 million.

“By passing more premises with FTTH and connecting more FibreOP customers this year than previously
expected, our capital expenditures for the year are now expected to be slightly higher than the top end of
our earlier announced guidance range,” said Glen LeBlanc, executive vice president and chief financial officer.
“The strength of our revenue and EBITDA performance allows us to invest more in FTTH while continuing to

be confident that we will finish the year within our guidance range for free cash flow.”

“We expect to finish 2011 with solid financial results and as a year of significant accomplishment. However,

we continue to expect that our fourth quarter results will be softer compared to prior year than the previous
quarters of 2011. This is largely the result of one-time revenue in the fourth quarter of 2010 due to regulatory
decisions and unusually strong product sales that we do not expect to repeat this year,” concluded Mr. LeBlanc.



Third quarter 2011 highlights '

Bell Aliant Inc. reported net earnings of $76 million for the third quarter of 2011 with earnings per share and
adjusted earnings per share in the quarter of $0.33 and $0.41, respectively.? Third quarter 2011 financial
results included a $27 million restructuring charge associated with a voluntary retirement offer to unionized
employees. Approximately 500 employees have accepted the offer with departure dates occurring over the
2011 — 2014 period.

Third quarter and year-to-date financial highlights of Bell Aliant GP are summarized as follows:

Q3 Q3 Percentage YTD YTD Percentage
(In millions of dollars) (Unaudited) 20Mm 2010 Change 20 2010 Change
Operating Revenue 700 704 (0.5) 2,074 2,093 (0.9)
EBITDA before pension
current service costs 355 362 (1.9) 1,049 1,070 (2.0)
EBITDA 340 349 (2.7) 1,003 1,031 (2.8)
Capital Expenditures 162 113 43.0 436 332 31.2
Free Cash Flow 110 144 (23.5) 389* 381 2.0

*  Excludes $200 million lump sum pension contribution made in Q1 2011

Operating revenues in the third quarter of 2011 were $700 million, down $4 million (0.5 per cent) compared to
the same quarter of 2010. Growth in Internet and TV revenues largely offset declines in local and long distance
revenues from lower network access services (NAS).

Non-pension operating expenses in the third quarter of 2011 increased $3 million (1.0 per cent) compared to the
same quarter of 2010. Cost reductions from productivity gains mitigated the expense effects of increased sales
and marketing costs associated with the FibreOP rollout and other revenue driven expense growth.

Lower revenues and higher non-pension operating expenses resulted in an EBITDA before pension current
service costs decline of $7 million (1.9 per cent) in the third quarter of 2011 from the same quarter a year ago.
An increase in pension current service costs of $3 million lead to an EBITDA decline of 2.7 per cent in the third
quarter of 2011 compared to the same quarter in 2010.

Capital expenditures in the third quarter of 2011 increased $49 million (43.0 per cent) from the same quarter
a year earlier, driven by the expansion of the FTTH network. In the third quarter of 2011, Bell Aliant passed an
additional 104,000 homes and businesses with FTTH, bringing its total FTTH coverage to 398,000 at the end
of September 2011.

Free cash flow was $110 million in the third quarter of 2011, down $34 million (23.5 per cent) from the same
quarter a year earlier. Higher capital expenditures and lower EBITDA in the third quarter of 2011 compared to
the same quarter in 2010, which were slightly offset by lower pension deficit funding, drove the decrease in
free cash flow.

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 structure 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.



Revenue Details

Local service and long distance revenues declined $13 million (3.9 per cent) and $5 million (4.6 per cent),
respectively, in the third quarter of 2011 compared to the same quarter in 2010, primarily as a result of

5.2 per cent lower NAS than a year earlier. The carryover effects of pricing actions from earlier quarters
mitigated the revenue effects of NAS declines. Net NAS declines were 38,000 in the third quarter of 2011, up
from 35,000 in the third quarter of 2010. The higher declines were driven by continued competitive activity.

Internet revenue grew by $8 million (6.7 per cent) in the third quarter of 2011 compared to the same period in
2010. Growth in residential high-speed average revenue per customer (ARPC) continued as customer demand
for more bandwidth and premium services, along with the carry-over effects of pricing actions earlier in the
year, pushed ARPC in the third quarter of 2011 up 5.9 percent from the same quarter a year earlier, reaching a
new high.

High-speed Internet customers reached 860,000 at the end of September 2011, up 2.7 percent from a year
earlier. FibreOP Internet customers grew by 12,000 in the quarter to reach 34,000 at the end of September 2011.
The majority of the FibreOP additions were customers migrating from traditional DSL and fibre-to-the-node
networks which would not have contributed to overall high-speed customer growth but increasingly contribute
to growth in ARPC. Overall net high-speed Internet customer additions of 5,000 in the third quarter of 2011 were
down from 10,000 in the third quarter of 2010, reflecting lower growth in high-speed DSL Internet footprint,
migration to FibreOP and continued competitive activity.

IPTV revenue reached $12 million in the third quarter of 2011 with total IPTV customers of 68,000 at the end
of September 2011. Overall net IPTV customer additions were 9,000 in the third quarter of 2011. FibreOP TV
customers grew by 11,000 in the quarter to reach 30,000 at the end of September 2011, including migration
from Bell Aliant's FTTN TV service.

Other data revenue declined $2 million (1.7 per cent) in the third quarter of 2011 from the same quarter a year
earlier as a result of competitive pressures and migration to alternate technologies. Data revenue declines
continued the improved trends of previous quarters as a result of data demand growth in Atlantic Canada.

Wireless revenues increased $2 million (6.6 per cent) in the third quarter of 2011 from the same quarter in 2010,
driven by subscriber growth of 11.0 per cent from the end of September 2010.

Other revenues increased $1 million (2.1 per cent) in the third quarter of 2011 compared to the same quarter in
2010, largely driven by increases in pole attachment fees.

Revised Guidance
Bell Aliant has increased its guidance for capital expenditures for 2011 based on expected further acceleration
of its FTTH rollout. Other guidance metrics remain unchanged. Bell Aliant's updated 2011 financial quidance is

as follows:
2011 Guidance 2011 Revised Guidance
Issued July 2011 Issued November 2011
Operating Revenues $2,720 million — $2,780 million unchanged
EBITDA ? before pension expense $1,360 million — $1,400 million unchanged
EBITDA ? after pension expense $1,300 million — $1,340 million unchanged
Capital Expenditures $520 million — $560 million $560 million — $575 million
Free Cash Flow ? $525 million — $575 million ' unchanged
Adjusted earnings per share ? $1.60-$1.80 unchanged

1 Excludes $200 million lump sum pension contribution made in Q1 2011
2 EBITDA, Free Cash Flow and adjusted earnings per share are non-IFRS measures. Refer to the “Non-IFRS financial measures” section

of Bell Aliant GP’s Q3 2011 MD&A for details



Declared Dividends
Bell Aliant's Board of Directors today declared a quarterly dividend of $0.4750 per common share, payable on
December 30, 2011 to shareholders of record at the close of business on December 15, 2011.

Bell Aliant Preferred Equity Inc. also today declared a dividend on its Series A Preferred Shares of
$0.303125 per share to be paid on December 30, 2011 to shareholders of record at the close of business
on December 15, 2011.

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

Analyst conference call
A conference call discussing third quarter results with the financial community was held November 1, 2011.
A replay of the call will be available on the website, www.bellaliant.ca, for one year.

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; Télébec, Limited
Partnership; NorthernTel, Limited Partnership and Bell Aliant Preferred Equity Inc.

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 and Bell Aliant GP's MD&As for the third quarter of 2011. Dollar values quoted in this release

(2

are rounded to the nearest million unless otherwise stated.
(3) Definitions of non-IFRS measures:

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

b. 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.

c. 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.

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 third quarter of 2011.

Forward-looking Information

This news release contains forward-looking statements concerning anticipated future events, results,
circumstances or expectations, in particular statements concerning fibre-to-the-home expansion plans, 2011
financial quidance and dividend payments. Unless otherwise indicated, such forward-looking statements
describe management’s expectations at November 1, 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.



Key Assumptions
Several assumptions were made in the preparation of Bell Aliant’s revised 2011 financial guidance and in making
forward-looking statements in this news release. For 2011, Bell Aliant expects:

Market Assumptions

a) Year over year operating revenue changes across most major revenue categories will be more favourable
than those experienced in 2010 primarily due to customer migration to higher-value services and selective
pricing actions;

b) Competition in both business and consumer markets will continue to be intense with the cable telephony
competitive footprint growing from its current level of 71 per cent to reach a peak of 75-80 per cent over
the next several years;

c) Wireless substitution for voice services will increase in Bell Aliant territories but will continue to lag other
regions of Canada;

Operational Assumptions

d) Net NAS declines will be similar to those experienced in 2010;

e) High-speed Internet subscriber net additions will be slightly lower than those experienced in 2010;

f) Homes and businesses passed with FTTH will reach approximately 450,000 by the end of 2011 and over
600,000 by the end of 2012, which should result in higher total residential ARPC and significant TV
subscriber and revenue growth;

g) Cost reductions will continue in 2011 but at a lower rate than that achieved in recent years;

Financial Assumptions

h) Net benefit plans cost included in operating costs (pension expense) in 2011 will be $60-$65 million based
on a discount rate of 5.3 per cent and a long-term rate of return on plan assets of 6.1 per cent, up from a
comparable 2010 IFRS-based pension expense of $53 million;

i) Pension current service cost funding will be $65-$75 million, compared to $69 million in 2010. Required
pension deficit funding will be $105-$110 million, compared to $86 million in 2010. In addition to the
$200 million lump sum pension contribution, Bell Aliant will contribute $25-$50 million of regular cash
pension deficit funding, which approximates expected going concern funding requirements for 2011;

j) Productivity initiatives, announced periodically since 2008, will result in a use of cash for severance, benefits
and real estate rationalization costs of approximately $28 to $32 million in 2011;

k) Taxable income is expected to be subject to blended federal and provincial corporate income tax rates of
29 per cent in 2011, dropping to 27 per cent by 2013 with a 2011 income tax provision of approximately
$135-$145 million. The utilization of accumulated tax-loss carryforwards will result in minimal cash taxes
being paid in 2011 and 2012;

) Bell Aliant's depreciation and amortization expense for 2011 will be $625-$640 million, including
approximately $145-$150 million of amortization of intangibles;

m) Dividends paid by Bell Aliant are expected to qualify as eligible dividends entitling Canadian resident
individuals who receive them to the enhanced dividend gross-up and tax credit mechanism that will reduce
the income tax otherwise payable.

Bell Aliant encourages investors to review the risk factors section below, and related disclosures, for a
discussion of the various factors that could cause actual results to differ from what is currently expected.



Risk Factors

There are many factors that could cause results or events to differ materially from current expectations. The
most significant factors that Bell Aliant has identified that may affect Bell Aliant’s results or events in 2011
include but are not limited to: increasing competition; management's ability to achieve strategies and plans,
including expansion of the fibre-to-the-home network and managing the cost structure; general economic
conditions; pension valuation and investment risk; reliance on systems; changing technology; demand for

Bell Aliant's products and services; the business relationship with BCE Inc. and Bell Canada; changing regulations;
dependence on key suppliers; maintenance of credit rating; leverage and restrictive covenants; BCE Inc.’s
governance rights; reliance on key personnel and labour relations, including the requirement for effective
business continuity planning and the ability to attract and retain new employees; legal contingencies and
changes in laws, including laws pertaining to privacy and security of customer information; and related tax
risks. Some of these risk factors are largely beyond our control. For additional information on material factors
and assumptions used to develop forward-looking information and risk factors that could cause actual results
to differ materially from forward-looking information, see also the “Risk management” section of Bell Aliant
Regional Communications Income 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 Bell Aliant Regional Communications Holdings, Limited Partnership’s MD&A for the year
ended December 31, 2010, as well as the “Risk Factors” sections of Bell Aliant Inc.'s and Bell Aliant Regional
Communication Inc.’s 2010 Annual Information Forms. These documents are available at www.bellaliant.ca and
www.sedar.com.

Should any risk factor affect Bell Aliant in an unexpected manner, or should assumptions underlying the
forward-looking statements 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 the business. All of the forward-looking information reflected in this press release and
the documents referred to within it are qualified by these cautionary statements. There can be no assurance
that the results or developments anticipated by Bell Aliant will be realized or, even if substantially realized, that
they will have the expected consequences for Bell Aliant.

Except as may be required by Canadian securities laws, Bell Aliant disclaims any intention and assumes 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. Forward-looking information is provided for the purpose of providing information about
management's current expectations and plans relating to fiscal 2011 or other future periods. Readers are
cautioned that such information may not be appropriate for other purposes.

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.



Management’s Discussion and Analysis

This document provides management’s discussion and analysis (MD&A) of our financial condition as at, and
results of operations for, the three months (Q3) and nine months (YTD) ended September 30, 2011, compared
to the same periods in 2010. This MD&A should be read together with our unaudited interim Ffinancial
statements and accompanying notes for the period ended September 30, 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 September 30, 2011, the audited annual
financial statements and MD&A of Bell Aliant Regional Communications Income Fund (the Fund) for the year
ended December 31, 2010, and the audited annual financial statements and MD&A of Bell Aliant Regional
Communications Holdings, Limited Partnership (Bell Aliant Holdings LP) for the year ended December 3],
2010.  All amounts in this document are in millions of Canadian dollars, except where noted. QOur interim
financial statements, along with the comparative periods presented therein, have been prepared in
accordance with International Financial Reporting Standards (IFRS). The annual financial statements of the
Fund are prepared in accordance with Canadian Generally Accepted Accounting Principles (Canadian GAAP).

On January 1 201l 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 djssolved and certain of its subsidiaries and affiliates amalgamated.
Bell Aliant GP, our significant equity investee, is the successor corporation to Bell Aliant Holdings LP.
Throughout this document, unless otherwise specified or the context otherwise indicates, ‘we’, ‘us” and ‘“our”
refer to Bell Aliant Inc. for 2011 and subsequent periods and to the Fund and its subsidiaries prior to January
1 2011

Additional information about us and Bell Aliant GF, including annual information forms and other recent
financial reports, can be found 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 November 1, 201, and contains forward-looking information related to our future
financial condition and results of operations, and anticipated future events and circumstances. The purpose
of this forward-looking information is to provide the reader with information about our expectations, 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 estimates about the markets in which
we and Bell Aliant GP operate and our beliefs and assumptions regarding these markets. Unless otherwise
indicated, the Forward-looking information in this MD&A describes our expectations at November I, 2071 In

»ou

some cases, forward-looking information may be identified by words such as “anticipate’, ‘believe’, ‘could’,

T ” u

‘expect’, ‘plan’, ‘seek’, ‘may’, ‘intend’, ‘will", “forecast” and similar expressions.

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 requlations; 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

BELL ALIANT INC. Q3 201



Management’s Discussion and Analysis

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 3], 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 equity account for our investment
in Bell Aliant GP 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.

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.

CORPORATE CONVERSION

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

The Fund unitholders received one common share of Bell Aliant Inc. for each Fund unit held, therefore their
proportionate ownership interests in Bell Aliant Inc. were effectively unchanged by the Conversion. The
Conversion transactions were accounted for at carrying values as there was no substantial change in
ownership or control. 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.

Refer to our interim financial statements and MD&A for the three months (Q1) ended March 31, 2011, for
additional information.

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 under IFRS, except where otherwise noted. The
comparability of results between periods before and after January 1, 2011, is significantly affected by the
Conversion.

BELL ALIANT INC. Q3 201
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Management’s Discussion and Analysis

For the eight quarters ended September 30, 2011 20M 2010 2009"
(millions of dollars, except per share / unit

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

other revenues $76.6 $83.9  $88.2| ($1395.3) ($0.5) $47.9 $301.9| $80.2
Net earnings (loss) from continuing

operations 76.0 83.5 87.5 (1396.2) (1.0) 46.5 301.3 79.4
Net earnings (loss) from discontinued

operations (0.2) (0.8) (3.4) (0.7) 0.6 - - (2.1)
Net earnings (loss) $75.8 $82.7 $84.1| ($1,396.9) ($0.4) $46.5 $301.3 $77.3
Basic earnings (loss) per share / unit from

continuing operations 0.33 0.37 0.38 (10.96) (0.01) 0.37 2.37 0.63
Basic earnings (loss) per share / unit from

discontinued operations - (0.01) (0.01) (0.01) 0.01 - - (0.02)
Basic earnings (loss) per share / unit $0.33 $0.36  $0.37 ($10.97) - $0.37  $2.37 $0.61
Diluted earnings (loss) per share / unit from

continuing operations 0.33 0.37 0.38 (10.96) (0.01) 0.37 0.49 0.55
Diluted earnings (loss) per share / unit from

discontinued operations - (0.01) (0.01) (0.01) 0.01 - - (0.01)
Diluted earnings (loss) per share / unit $0.33 $0.36 $0.37 ($10.97) - $0.37 $0.49] $0.54
Dividends / distributions declared $108.2 $108.2 $108.2 $92.4 $92.4 $92.3  $92.3| $92.3

M Financial results for Q4 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 and includes an immaterial
amount of interest income earned on cash and cash equivalents, operating expenses and deferred income
tax recovery. Our net earnings (loss) 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 Q3 and YTD 2011 compared to the same periods in 2010 is
discussed in its Q3 2011 MD&A.

Current year net earnings are not directly comparable to the same period in 2010 due to the effect of the
Conversion. Net earnings from continuing operations increased by $77.0 million in Q3 2011 compared to Q3
2010. On a YTD basis, net earnings from continuing operations decreased $99.8 million in 2011, or 28.8 per
cent, from the same period in 2010. 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. As a result, in Q3 and
YTD 2010, Bell Aliant GP recognized a loss of $31.7 million and gain of $156.0 million, respectively, and also
recognized a $52.3 million and $157.0 million expense, respectively, related to distributions declared on these
exchangeable limited partnership units. The re-measurement and distributions did not occur in 2011, as
these units were transferred to Bell Aliant GP as part of the Conversion and are now eliminated upon
consolidation of Bell Aliant LP. In addition, in Q3 and YTD 2010, the Fund recorded in income from equity
investments a loss of $12.4 million and a gain of $60.9 million, respectively, on the re-measurement of the
class 1 exchangeable limited partnership units issued by Bell Aliant Holdings LP and also recorded a $20.4
million and $61.3 million expense, respectively, related to distributions declared on these exchangeable
limited partnership units. There was no similar transaction in 2011. Offsetting this was Bell Aliant GP’s higher
income tax expense in 2011, resulting from the Conversion, which reduced 2011 net earnings (loss) from
continuing operations, as compared to the same periods in 2010.

Net loss from discontinued operations for Q3 and YTD 2011 was $0.2 million and $4.4 million, respectively,
and represented our proportionate share of the loss on Bell Aliant GP’s sale of the xwave business which
was completed on January 1, 2011. In Q3 2010, $0.6 million in net earnings from discontinued operations was
recorded related to the xwave business.

BELL ALIANT INC. Q3 201
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Management’s Discussion and Analysis

Dividends /distributions declared

During Q3 201, we declared dividends of $108.2 million, or $0.475 per share, compared to declaring
distributions totalling $92.4 million, or $0.725 per unit, in Q3 2010. For YTD 2011, we declared dividends of
$324.6 million, or $1.425 per share, compared to declaring distributions totalling $277.0 million, or $2.175 per
unit for YTD 2010. With the Conversion, we have significantly more shares outstanding than the Fund
previously had units outstanding, due to the exchange of exchangeable limited partnership units for our
shares by BCE and Bell Canada. 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 were
$165.1 million in Q3 of 2010 and $495.3 million on a YTD basis.

A further discussion of dividends paid by Bell Aliant GP can be found in its Q3 2011 MD&A.
FINANCIAL AND CAPITAL MANAGEMENT

The following table summarizes our financial position as at September 30, 2011, as compared to December
31, 2010.

(millions of dollars) As at September 30, 2011 As at December 31, 2010
Total assets $3,299.9 $1,012.6
Total liabilities 0.6 30.9
Shareholders' / unitholders' equity $3,299.3 $981.7

Assets and liabilities

At September 30, 2011, our total assets increased $2,287.3 million from 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 $2,312.0 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. This represents the carrying value of BCE and Bell Canada’s previous interest in
Bell Aliant Holdings LP, Bell Aliant LP, and all but one voting common share of Bell Aliant GP, less $39.5 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 September 30, 2011,
these assets increased $3.4 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 September 30, 2011, there were no declared dividends payable to our shareholders,
compared to distributions payable to unitholders of $30.8 million as at December 31, 2010, due to a change
in the timing of when we declare and pay dividends.

Common shares

At September 30, 201, there were 227,803,538 common shares outstanding. There were also 1,606,322
deferred shares granted under our deferred share plan. Only 927,998 of the deferred shares are considered
dilutive, as the vesting of the remainder is subject to prescribed performance targets being met.
Accordingly, there were 228,731,536 common shares outstanding on a fully diluted basis as at September 30,
20M.

At October 24, 2011, there were 227,803,538 common shares outstanding.
RELATED PARTY TRANSACTIONS

During 2011, 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.

BELL ALIANT INC. Q3 201
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Management’s Discussion and Analysis

Refer to note 8 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 have been prepared in accordance with IFRS as issued by the International
Accounting Standards Board (IASB) under IAS 34, Interim Financial Reporting, and IFRS 1, First-time Adoption
of IFRS, 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. Previous to Q1 2011, our consolidated annual and interim financial statements were
prepared in accordance with Canadian GAAP. The adoption of IFRS has not affected our overall
performance, strateqic decisions, or underlying trends of our operations.

Impact of transition to IFRS

Refer to note 9 of our interim financial statements for more detail on the significant IFRS 1 exemptions we
have taken and reconciliations between our 2010 results previously prepared under Canadian GAAP to those
prepared under IFRS. The reconciliations include Total equity as at September 30, 2010, and Net earnings
(loss) and Comprehensive income (loss) for the three and nine months ended September 30, 2010. Our IFRS
accounting policies are described in note 2 to our financial statements for Q1 2011.

Future changes in accounting policies

The IASB has issued several new standards, amendments to standards, and interpretations that are not
effective for the year ending December 31, 2011, and although early adoption is permitted, they have not
been applied in preparing our interim financial statements for Q3 2011. We are currently evaluating the
effect, if any, that these new standards and amendments will have on our financial results. The new
standards and amendments are as follows:

Disclosures — Transfers of Financial Assets (Amendments to IFRS 7. Financial Instruments: Disclosures)

The amendments to IFRS 7, effective for annual periods beginning on or after July 1, 2011, require increased
disclosure for the transfer of financial assets, particularly where there is a disproportionate amount of
transactions that take place at the end of a reporting period.

IFRS 9 Financial Instruments

IFRS 9, effective for annual periods beginning on or after January 1, 2013, is the first of the IASB’s three
phase project to replace IAS 39, Financial Instruments: Recognition and Measurement. It requires
classification and measurement of financial assets in either the amortized cost or the fair value category.

IFRS 12, Disclosure of Interests in Other Entities

IFRS 12, effective for annual periods beginning on or after January 1, 2013, requires disclosure on all forms of
interests in other entities, including joint arrangements, associates, special purpose vehicles, and other off-
balance-sheet vehicles.

IFRS 13, Fair Value Measurement

IFRS 13, effective for annual periods beginning on or after January 1, 2013, sets out a single framework for
measuring fair value and required disclosures. It is applicable when another IFRS requires or permits fair
value measurements or related disclosures, except for share-based payment transactions within the scope
of IFRS 2, Share-based Payment, leasing transactions within the scope of |AS 17, Leases, and measurements
that have some similarities to fair value but that are not fair value, such as net realizable value in IAS 2,
Inventories, or value in use in |AS 36, Impairment of Assets.

Deferred Tax: Recovery of Underlying Assets (Amendments to IAS 12, Income Taxes)

The amendments to |IAS 12, effective for annual periods beginning on or after January 1, 2012, set out
presumptions for the recovery of certain assets and are relevant in those cases where different tax
consequences can arise depending on how the carrying amounts are recovered.

BELL ALIANT INC. Q3 201
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IAS 28 (Revised), Investments in Associates and Joint Ventures

IAS 28 (Revised), effective for annual periods beginning on or after January 1, 2013, supersedes IAS 28,
Investments in Joint Ventures. It sets out the requirements for the application of the equity method when
accounting for investments in associates and joint ventures.

RISK MANAGEMENT

During the first nine months of 2011, we have not identified any significant changes to the nature of the risks
that we are exposed to in our business, as described in our MD&A for the year ended December 31, 2010,
and our 2010 Annual Information Form.

CONTROLS AND PROCEDURES
Internal control over financial reporting

No changes were made in our internal control over financial reporting during Q3 2011 that have materially
affected, or are reasonably likely to materially affect, our internal control over financial reporting.

BELL ALIANT INC. Q3 201
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INCOME STATEMENTS (unaudited)

For the period ended September 30 Three months Nine months
(in millions of Canadian dollars, except earnings per share/unit)  Notes 201 2010 201 2010
Income (loss) from equity investments 3 76.6 (0.5) 2487 3493
Operating expenses 0.9 0.5 2.5 2.5
Earnings (loss) before income tax 757 (1.0) 246.2 346.8
Deferred income tax recovery (0.3) - (0.8) -
Net earnings (loss) from continuing operations 76.0 (1.0 247.0 346.8
Net earnings (loss) from discontinued operations of
equity investments 3 (0.2) 0.6 (4.4) 0.6
Net earnings (loss) 75.8 (0.4) 242.6 3474
Earnings per share / unit 4
Basic from continuing operations 0.33 (0.01) 1.08 272
Basic from discontinued operations - 0.01 (0.01) 0.01
Basic 033 - 1.07 273
Diluted from continuing operations 0.33 (0.01) 1.08 1.52
Diluted from discontinued operations - 0.01 (0.02) 0.01
Diluted 0.33 1.06 1.53
See accompanying notes to the financial statements
STATEMENTS OF COMPREHENSIVE INCOME (LOSS) (unaudited)
For the period ended September 30 Three months Nine months
(in millions of Canadian dollars) Note 201 2010 201 2010
Net earnings (loss) 75.8 (0.4) 242.6 3474
Other comprehensive income (loss) 3
Actuarial losses on defined benefit pension (DB)
and other post-employment benefits (OPEB) plans (150.2) (52.1) (176.4) (354.5)
Reclassification of losses on derivatives to finance
expense 0.7 1.5 24 34
(149.5) (50.6) (174.0) (351.1)
Comprehensive income (loss) (73.7) (51.0) 68.6 (3.7)

See accompanying notes to the financial statements
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STATEMENTS OF FINANCIAL POSITION (unaudited)

(in millions of Canadian dollars) Notes September 30,2011 December 31, 2010
Assets
Current assets
Cash and cash equivalents 8 6.2 53
Distributions receivable 8 - 29.6
Due from related parties 8 29.9 274
36.1 62.3
Non-current assets
Deferred income tax asset 1.5 -
Investments 3 3,262.3 950.3
3,263.8 950.3
Total assets 3,299.9 1,012.6
Liabilities and shareholders’ / unitholders’ equity
Current liabilities
Payables and accruals 03 0.1
Distributions payable - 30.8
03 30.9
Non-current liabilities 03 -
Shareholders’ / unitholders’ equity 3,299.3 981.7
Total liabilities and shareholders’ / unitholders’ equity 3,299.9 1,012.6
See accompanying notes to the financial statements
BELL ALIANT INC. Q3 201



STATEMENTS OF CASH FLOWS (unaudited)

For the period ended September 30

(in millions of Canadian dollars) Notes 20M 2010
Cash from (used in) operating activities
Net earnings from continuing operations 247.0 346.8
Adjustments to reconcile net earnings to cash
from operating activities
Income from equity investments 3 (248.7) (349.3)
Change in operating assets and liabilities 1.0 (0.4)
Deferred income tax recovery (0.8) -
(1.5) (2.9)
Cash from (used in) financing activities
Issuance of shares / units on exercise of deferred
share/unit plan 5 0.9 3.2
Redemption of shares / units 5 (0.1)
Purchase of shares / units for dividend / distribution
reinvestment 5 (9.7) (12.2)
Cash distributions paid to unitholders (29.4) (264.8)
Cash dividends paid to shareholders (316.3) -
(354.5) (273.9
Cash from investing activities
Cash dividends / distributions received from
equity investments 3 356.9 2804
356.9 2804
Net increase in cash from continuing operations 0.9 3.6
Cash and cash equivalents, beginning of period 53 2.6
Cash and cash equivalents, end of period 6.2 6.2

See accompanying notes to the financial statements
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NOTES TO THE FINANCIAL STATEMENTS (unaudited)

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

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. The Conversion is described in note 1 to the unaudited interim
financial statements of Bell Aliant Inc. for the period ended March 31, 2011

On January 1, 2011, as a result of the Conversion, BCE Inc. (BCE) and Bell Canada owned 43.88 per cent of the
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. Under the terms of the amended securityholders’ agreement, BCE and Bell Canada continue to
control Bell Aliant GP. Bell Aliant Inc. exercises 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, which consolidates its operating subsidiaries. These unaudited interim financial
statements (interim financial statements) should be read in conjunction with the unaudited interim
consolidated financial statements of Bell Aliant GP as at September 30, 2011.

As the original unitholders of the Fund and Bell Aliant Regional Communications Holdings, Limited Partnership
(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 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 2W3.
These interim financial statements were approved and authorized for issue by the board of directors on
November 1, 2011. The consolidated financial statements of the Fund for the year ended December 31, 2010,
prepared using Canadian generally accepted accounting principles (GAAP), were approved by the board of
directors and authorized for issue on March 9, 2011.

2. Significant accounting policies

Basis of presentation

These interim financial statements were prepared in accordance with International Financial Reporting
Standards (IFRS), as issued by the International Accounting Standards Board (IASB), and interpretations of
the IFRS Interpretations Committee, under International Accounting Standard (IAS) 34, /nterim Financial
Reporting and IFRS 1, First-time Adoption of International Financial Reporting Standards. They are prepared
in accordance with the accounting policies we expect to adopt in our financial statements for the year
ending December 31, 2011, which are described in note 2 to our unaudited interim financial statements for the
three months ended March 31, 2011. They do not include all of the disclosure information required for full
annual financial statements. These interim financial statements should be read in conjunction with our
unaudited interim financial statements for the three months ended March 31, 2011

In 2010, our annual and interim financial statements were prepared in accordance with Canadian GAAP. The

effect of the transition from Canadian GAAP to IFRS is explained in note 9.
These interim financial statements are presented in our functional currency, Canadian dollars.
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Notes to the Financial Statements (unaudited)

New accounting standards not yet adopted

The IASB has issued several new standards, amendments to standards, and interpretations that are not
effective for the year ending December 31, 2011, and although early adoption is permitted, they have not
been applied in preparing these interim financial statements. We are currently evaluating the effect, if any,
that these new standards and amendments will have on our financial results. They are as follows:

Disclosures—Transfers of Financial Assets (Amendments to IFRS 7. Financial Instruments: Disclosures)

The amendments to IFRS 7, effective for annual periods beginning on or after July 1, 2011, require increased
disclosure for the transfer of financial assets, particularly where there is a disproportionate amount of
transactions that take place at the end of a reporting period.

IFRS 9, Financial Instruments

IFRS 9, effective for annual periods beginning on or after January 1, 2013, is the first of the IASB’s three
phase project to replace |IAS 39, Financial Instruments: Recognition and Measurement. It requires
classification and measurement of financial assets in either the amortized cost or the fair value category.

IFRS 12, Disclosure of Interests in Other Entities

IFRS 12, effective for annual periods beginning on or after January 1, 2013, requires disclosure on all forms of
interests in other entities, including joint arrangements, associates, special purpose vehicles, and other off-
balance-sheet vehicles.

IFRS 13, Fair Value Measurement

IFRS 13, effective for annual periods beginning on or after January 1, 2013, sets out a single framework for
measuring fair value and required disclosures. It is applicable when another IFRS requires or permits fair
value measurements or related disclosures, except for share-based payment transactions within the scope
of IFRS 2, Share-based Payment, leasing transactions within the scope of IAS 17, Leases, and measurements
that have some similarities to fair value but that are not fair value, such as net realizable value in IAS 2,
/nventories, or value in use in IAS 36, /mpairment of Assets.

Deferred Tax: Recovery of Underlying Assets (Amendments to IAS 12, Income Taxes)

The amendments to IAS 12, effective for annual periods beginning on or after January 1, 2012, set out
presumptions for the recovery of certain assets, and are relevant in those cases where different tax
consequences can arise depending on how the carrying amounts are recovered.

IAS 28 (Revised), Investments in Associates and Joint Ventures

IAS 28 (Revised), effective for annual periods beginning on or after January 1, 2013, supersedes IAS 28,

Investments in Joint Ventures. It sets out the requirements for the application of the equity method when
accounting for investments in associates and joint ventures.

BELL ALIANT INC. Q3 201
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Notes to the Financial Statements (unaudited)

3. Investments

For the nine months ended September 30 201 2010
Investments, beginning of period 950.3 25771
Income from equity investments 248.7 3493
Net earnings (loss) from discontinued operations of equity investments (4.4) 0.6
Other comprehensive loss (174.0) (351.1)
Dividends / distributions declared by equity investments (327.3) (280.5)
Common shares issued in exchange for class B exchangeable limited partnership

units of Bell Aliant Regional Communications, Limited Partnership (Bell Aliant LP),

class T 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) 2,6085 -
Share issue costs recognized by Bell Aliant GP (1.5) _
Reduction in deferred income tax assets recorded by Bell Aliant GP in relation to the

Conversion (21.5) -
De-recognition of the notional deferred tax recovery in relation to the Conversion (16.5) -
Investments, end of period 3,262.3 2,954

For the nine months ended September 30, 2010, income from equity investments comprised the net earnings
of Bell Aliant Holdings LP for the same period of $350.4 million, as well as an increase to the income from
equity investment of $60.9 million related to the changes in fair value of the class 1 units of Bell Aliant
Holdings LP, and a decrease to the income from equity investments of $61.3 million related to distributions to

holders of class 1 units issued by Bell Aliant Holdings LP. Refer to note 9 for further details.

Dividends / distributions received from equity investments for the nine months ended September 30, 2011,

were $356.9 million (nine months ended September 30, 2010 — $280.4 million).

Other comprehensive loss relates to Bell Aliant GP's actuarial losses on DB pension and OPEB plans and
adjustments in connection with asset limitations, as well as the reclassification to Bell Aliant GP’'s net
earnings of the amortization of losses on forward fixed-floating interest rate swaps that were settled in

2007.
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Notes to the Financial Statements (unaudited)

4. Earnings per share / unit

Three months

Nine months

For the period ended September 30 20N 2010 20N 2010
Basic:
Net earnings (loss) from continuing operations 76.0 (1.0) 247.0 346.8
Net earnings (loss) from discontinued operations (0.2) 0.6 (4.9) 0.6
Net earnings (loss) 75.8 (0.4) 242.6 3474
Weighted average number of shares / units outstanding 227,795,791 127,384,921 227,786,941 127,339,137
Basic earnings per share / unit from continuing operations 0.33 (0.01) 1.08 2.72
Basic earnings per share / unit from discontinued operations - 0.01 (0.01) 0.01
Basic earnings per share / unit 0.33 1.07 273
Diluted:
Net earnings (loss) from continuing operations 76.0 (1.0) 247.0 346.8
Distributions declared to holders of class 1 exchangeable
partnership units issued by Bell Aliant Holdings LP - 204 - 61.3
Increase (decrease) in value of class 1 exchangeable partnership
units issued by Bell Aliant Holdings LP - 12.4 - (60.9)
Distributions declared to holders of class B exchangeable
partnership units issued by Bell Aliant LP - 52.3 - 157.0
Increase (decrease) in value of class B exchangeable
partnership units issued by Bell Aliant LP - 317 - (156.0)
76.0 115.8 247.0 348.2
Net earnings (loss) from discontinued operations (0.2) 0.6 (4.49) 0.6
Diluted net earnings 75.8 116.4 242.6 348.8
Weighted average number of shares / units outstanding 227,795,791 127,384,921 227,786,941 127,339,137
Add exchangeable limited partnership units:
Class 1 exchangeable limited partnership
units of Bell Aliant Holdings LP - 28,168,803 - 28,168,803
Class B exchangeable limited partnership
units of Bell Aliant LP - 72,205,024 - 72,205,024
Deferred shares / units under share-based
compensation plan (note 7) 927,998 666,248 927,998 666,248
228,723,789 228,424,996 228,714,939 228,379,212
Diluted earnings per share / unit from continuing operations 033 (0.01) 1.08 1.52
Diluted earnings per share / unit from discontinued operations - 0.01 (0.02) 0.01
Diluted earnings per share / unit 0.33 1.06 1.53
For the three months ended September 30, 2010, the exchangeable limited partnership units were anti-
dilutive.
BELL ALIANT INC. Q3 201 22



Notes to the Financial Statements (unaudited)

5. Shareholders’ capital

Our shareholders’ capital is authorized to include an unlimited number of common shares and preferred

shares, which are issuable in series. There were no preferred shares issued and outstanding at September

30, 2011

As at September 30, 2011

As at December 31, 2010

Number of Issued Number of Issued

Issued and outstanding shares capital units capital
Common shares 227,803,538 6,803.2 - -
Units - - 127,394,907 4195.6
Special voting units - - 100,373,827 -
227,803,538 6,803.2 4195.6

Common shares

On January 1, 201, 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 Regional
Communications Holdings Inc. (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. The Conversion is further described in note 5 to
our unaudited interim financial statements for the period 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 4195.6

Share issue costs related to the Conversion, net of tax - (1.8)
Shares issued on exercise under deferred share plan, net of
withholding tax (note 7) 34,818 0.9
Fractional share adjustments (14) -
Common shares outstanding as at September 30, 2011 227,803,538 6,803.2

Units

Number of units

Issued capital

Units outstanding, December 31, 2009 127,264,016 4192.2
Deferred unit plan units exercised (note 7) 122,030 3.2
Redemption of units (115s) (0.1)
Fractional unit adjustment (14) -
Units outstanding, September 30, 2010 127,384,917 4195.3

Dividend reinvestment and optional share purchase plan

For the nine months ended September 30, 2011, we bought 380,371 common shares (nine months ended
September 30, 2010 - 509,873 Fund units) on the open market for shareholders participating in the dividend
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Notes to the Financial Statements (unaudited)

reinvestment and optional share purchase plan. This was in lieu of paying $8.3 million in cash dividends and
$1.4 million in cash distributions (nine months ended September 30, 2010 - $12.2 million in cash distributions)
and, in respect of the optional share purchase plan, cash payments received of $0.7 million (nine months
ended September 30, 2010 — $1.0 million).

6. Dividends / distributions declared

Subject to Board approval, we pay quarterly dividends based on dividends received from Bell Aliant GP, less
normal operating expenses, 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 nine months ended September 30,
201, we declared and paid three quarterly dividends of $0.475 per share, for a total of $1.425 per share, or
$324.6 million.

For the nine months ended September 30, 2010, we declared nine monthly distributions to unitholders of
$0.2417 per unit, for a total of $2.1753 per unit, or $277.0 million.

7. Share-based compensation plans

Employee stock savings plans

The total number of our common shares bought on the open market for employee stock savings plans for
the three and nine months ended September 30, 2011, was 404,199 and 1,345,496, respectively (number of
Fund units bought for the three and nine months ended September 30, 2010, was 444,189 and 1,474,127,
respectively). Compensation expense related to the employee stock savings plans of $2.5 million and $7.3
million was recorded by Bell Aliant GP for the three and nine months ended September 30, 2011, respectively
(three and nine months ended September 30, 2010 - $2.2 million and $6.7 million, respectively).

Bell Aliant Deferred Share Plan

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

For the nine months ended September 30 20M 2010
Deferred shares / units outstanding, beginning of period 1,380,568 1,293,699
Granted:
June 2010 - Service period fiscal 2010 to 2012 - 369,784
January 2011 — Service period fiscal 2011 to 2013 321,949 -
Reinvested notional dividends / distributions during the period 90,472 91102
412,421 460,886
Forfeited (93,578) (267,190)
Exercised (93,089) (122,030)
Deferred shares/units outstanding, September 30 1,606,322 1,365,365
Deferred shares/units vested, September 30 927,998 666,248

The fair value of the 412421 deferred shares granted or credited on reinvestment of notional
dividends/distributions for the nine months ended September 30, 2011 (nine months ended September 30,
2010 — 460,886 deferred units granted or credited) was $11.0 million, or $26.68 per deferred share (nine
months ended September 30, 2010 - $11.9 million, or $25.86 per deferred unit).

As the deferred shares may be settled with our common shares when exercised, for the nine months ended
September 30, 2011, we recorded in contributed surplus the equivalent of the compensation expense that
was recorded by Bell Aliant GP of $8.1 million (nine months ended September 30, 2010 - $2.2 million plus $0.1
million of other adjustments). This amount reflects the grant value of the deferred shares/ units, recognized
over the vesting period, and the change in the quoted market price of our common shares / units between
the grant date and the reporting period date.
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Of the 93,089 deferred shares exercised during the nine months ended September 30, 2011, we issued 34,818
common shares from treasury, as discussed in note 5, and the remainder were settled in cash by Bell Aliant
GP, net of amounts withheld for income taxes (nine months ended September 30, 2010, - 122,030 Fund units
issued from treasury and none cash settled). The 34,818 common shares (nine months ended September 30,
2010 — 122,030 units) we issued out of treasury had an average market value of $26.97 per share (nine
months ended September 30, 2010 - $25.98 per unit). When exercised, the corresponding value of $0.9
million (nine months ended September 30, 2010 - $3.2 million) was reclassified from contributed surplus to
issued capital (note 5).

Bell Aliant Directors’ Deferred Share Unit Plan

On January 1, 2011, we adopted the Bell Aliant Directors’ Deferred Share Unit Plan (DDSUP). 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 director
fees in the form of deferred share units under the DDSUP. 100 per cent of director fees for a calendar year
will be received in the form of deferred share units under the DDSUP if a director did not meet minimum
ownership requirements on January Ist of the applicable year. 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 the value of the deferred share units, calculated as the average closing price of our common shares
traded on the TSX for the last five days preceding the redemption date, net of applicable taxes.

For the nine months ended September 30, 2011, we granted 11,545 deferred share units under the DDSUP and
193 deferred share units were credited on reinvestment of notional dividends. The fair value of the 11,738
deferred share units granted and credited under the DDSUP for the nine months ended September 30, 2011,
was $0.3 million, or $27.26 per deferred share unit. No deferred share units were redeemed under the
DDSUP during the nine months ended September 30, 2011. We recognized an immaterial amount of expense
related to the DDSUP for the three and nine months ended September 30, 2011.

8. 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 6. There were no dividends receivable at September 30, 2011 (December 31,
2010 - $29.6 million distributions receivable).

At September 30, 2011, $29.9 million was due from Bell Aliant LP and its subsidiaries (December 31, 2010 -
$27.4 million), which relates to the net of our operating expenses payable as well as amounts receivable
from the deferred share plan, as discussed in note 7.

We loan our excess cash to Bell Aliant LP through a series of promissory notes, and request repayment 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 and nine months ended September 30, 2011, and 2010. At September 30, 2011, $6.2 million in
promissory notes was receivable from Bell Aliant LP, bearing interest at 1.30 per cent per annum and
maturing on dates from October 28 to 31, 2011. There is minimal credit risk associated with balances
receivable from related parties at September 30, 2011.
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9. Transition to IFRS

First time adoption of IFRS

The significant optional exemptions and mandatory exceptions we applied upon adoption and the key
accounting differences at the date of transition, January 1, 2010, are presented in note 11 to our unaudited
interim financial statements for the period ended March 31, 2011

Reconciliation of Canadian GAAP to IFRS

The reconciliations below highlight the key accounting differences between Canadian GAAP and IFRS and
their effect on our financial results for the three and nine months ended September 30, 2010.

Reconciliation of equity

Note At September 30, 2010
Total equity under Canadian GAAP 4,045.3
Investments A (1,718.6)
Total equity under IFRS 2,326.7

Reconciliation of net earnings (loss) and comprehensive income (loss)

For the period ended September 30, 2010 Note Three months Nine months
Net earnings under Canadian GAAP 614 196.5
Income (loss) from equity investments A (61.8) 150.9
Net earnings (loss) under IFRS (0.4) 3474
For the period ended September 30, 2010 Note Three months Nine months
Comprehensive income under Canadian GAAP 62.6 199.3
Change in net earnings (loss) (61.8) 150.9
Other comprehensive loss A (51.8) (353.9)
Comprehensive loss under IFRS (51.0) (3.7)

(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 8246 per cent investment in Bell Aliant Holdings LP. The original terms
and conditions of the exchange and liquidity rights issued in connection with the class 1 units allowed 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 our financial liability under IFRS for 2010 and prior periods. 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.

Income from equity investments was decreased by $29.0 million and increased by $151.3 million for the three
and nine months ended September 30, 2010, respectively. As well, other comprehensive loss of $51.8 million
and $353.9 million for the three and nine months ended September 30, 2010, respectively, was recorded.
The adjustments reflect the increase in the per cent equity investment as well as the IFRS adjustments to net
earnings and other comprehensive loss of Bell Aliant Holdings LP in the period. For a complete description of
the differences and adjustments to the net assets and net earnings (loss) recognized by Bell Aliant GP for the
three and nine months ended September 30, 2010, refer to note 20 of Bell Aliant GP’s unaudited interim
consolidated financial statements for the period ended September 30, 2011

Changes in the fair value of the class 1 units were recorded in income from equity investments and
amounted to ($12.4) million and $60.9 million for the three and nine months ended September 30, 2010,
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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 $20.4 million and $61.3
million for the three and nine months ended September 30, 2010, respectively, were recognized as a
decrease to income from equity investments.

As a result of the net effect of the transition to IFRS at January 1, 2010, the key accounting differences
between IFRS and Canadian GAAP during the nine months ended September 30, 2010, and the increase in

the per cent equity investment, the total equity reported at September 30, 2010, related to investments
decreased by $1,718.6 million, compared to total equity reported under Canadian GAAP.

10. Subsequent events

On November 1, 2011, we declared a quarterly dividend of $0.4750 per common share to shareholders of
record as of December 15, 2011, which is payable on December 30, 2011.
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This document provides management’s discussion and analysis (MD&A) of our financial condition as at, and
results of operations for, the three months (Q3) and nine months (YTD) ended September 30, 2011, compared
to the same periods in 2010. This MD&A should be read together with our unaudited consolidated interim
financial statements and accompanying notes for the period ended September 30, 2011 (interim Ffinancial
statements), and the Bell Aliant Regional Communications Holdings, Limited Partnershio (Bell Aliant Holdings
LP) audited annual financial statements and MD&A 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, along
with the comparative periods presented therein, have been prepared in accordance with International
Financial Reporting Standards (IFRS). The annual financial statements of Bell Aliant Holdings LP are prepared
in accordance with Canadian generally accepted accounting principles (Canadian GAAP).

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 [P 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 or

the context otherwise indicates, ‘we’, ‘us” and ‘our” refer to Bell Aliant GP and its subsidiaries for 2011 and
subsequent periods and to Bell Aliant Holdings LP and its subsidiaries prior to January 1, 20]1.

Additional information about us and Bell Aliant Inc., including annual information forms and other recent
financial reports, can be found 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 November 1, 2011, and contains forward-looking information related to our future
financial condition and results of operations, and anticipated future events and circumstances, including in

” o«

particular under the sections “Other financial performance metrics’, “Strateqy”, “Operating activities’, “Cash
requirements’, ‘Future changes in accounting policies’, “‘Requlatory developments’, ‘Assumptions made in the
preparation of forward-looking information” and “20]] revised quidance” The purpose of this forward-
looking information is to provide the reader with information about our expectations, 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 estimates about the markets in which we operate and our
beliefs and assumptions regarding these markets. Unless otherwise indicated, the Forward-looking
information in this MD&A describes our expectations at November I, 2011 In some cases, forward-looking

”ou ” o ” o » o« ”ou ”
’

information may be identified by words such as ‘anticipate’, ‘believe’, ‘could’, ‘expect’, ‘plan’, ‘seek’, ‘may

” o«

“intend”, ‘will’, “forecast” and similar expressions.

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 our fibre-to-the-home (FTTH)
network and managing the cost structure; general economic conditions; pension valuation and investment
risk; reliance on systems; changing technology; demand for our products and services;, our business
relationship with BCE Inc. (BCE) and Bell Canada; changing requlations; 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 and the
ability to attract and retain new employees; legal contingencies and changes in laws, including laws
pertaining to privacy and security of customer information; 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 ‘Assumptlions 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.
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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 it 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.

For additional information on material Ffactors and assumptions used to develop forward-looking
information and risk factors that could cause actual results to differ materially from Fforward-looking
information, see also the ‘Risk management” section of the Fund's MD&A for the year ended December 3],
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 were the first company in Canada to cover
an entire city with 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.

CORPORATE CONVERSION

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

The Fund unitholders received one common share of Bell Aliant Inc. for each Fund unit held, and therefore
their proportionate ownership interests in Bell Aliant Inc. were effectively unchanged by the Conversion. The
Conversion 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.

Refer to our interim financial statements and MD&A for the three months (Q1) ended March 31, 2011, for
additional information about the Conversion.

Q3 IN REVIEW

A continued focus on our strategic priorities has resulted in a positive shift in our revenue trajectory in 2011.
Our Internet, TV and wireless revenues have continued to grow while the rates of decline in our traditional
voice and data service revenues have slowed from those experienced in recent years. Driven by the
expansion of our FibreOP service area, our Atlantic residential operating revenue has continued to grow,
building on the positive trend we started to see in the first half of 2011. We remain committed to resetting
our cost structure, as continued restructuring initiatives and productivity enhancements have helped to
mitigate the effects of traditional revenue declines on EBITDA and to preserve strong EBITDA margins. We
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also strengthened the focus on working capital management to improve cash flow. In combination, these
achievements contributed to our delivery of $109.9 million in free cash flow for Q3 2011.

Summary of operating results

For the period ended September 30 Q3 YTD

(millions of dollars, except as otherwise noted) 20m 2010 % change 201 2010 % change
Operating revenues $700.2 $703.7 (0.5) $2,074.4 $2,092.5 (0.9)
e8ITDA " $339.7  $349.3 (27)  $10025 $1031.0 (2.8)
EBITDA margin " 485% 49.6% (2.2) 48.3% 49.3% (2.0)
Operating income $153.7  $175.5 (12.4) $500.3 $496.1 0.8
Net earnings from continuing operations $80.1 $32.5 n.m. $256.3 $351.5 (27.7)
Net earnings (loss) from discontinued operations (0.2) 0.6 n.m. (a.4) (1.1) n.m.
Net earnings $79.9 $33.1 n.m. $251.9 $350.4 (28.1)

n.m.not meaningful
® EBITDA and EBITDA margin are non-IFRS financial measures. Refer to the "Non-IFRS financial measures" section for more
details.

Although we are starting to experience some positive in-year momentum, operating revenues decreased
marginally by 0.5 per cent, or $3.5 million in Q3 2011, and by 0.9 per cent, or $18.1 million YTD 2011, compared
to the same periods in 2010. The decrease in Q3 and YTD 2011 was driven by declines in local and access
and long distance revenues, which were partially offset by growth in our data and wireless revenue. Lower
voice revenues are primarily attributable to the decline in network access service (NAS) customers due to
competitive losses and a reduction in primary lines as customers adopt wireless and Voice over Internet
Protocol (VolIP) technologies. Growth in our high-speed Internet, IPTV and wireless customer bases, as well
as higher average revenue per customer (ARPC) from migrations to higher value services and select pricing
actions contributed to higher revenues from these services. In 2011, other revenues increased in Q3 due to
higher pole attachment revenues, but decreased YTD primarily as a result of sales associated with the G8
Summit in Q2 2010 that did not repeat in 2011.

EBITDA decreased by 2.7 per cent, or $9.6 million, in Q3 2011, and by 2.8 per cent, or $28.5 million, YTD 2011,
compared to the same periods in 2010. The decline was primarily driven by the operating revenue decline
and a change in the mix of operating revenues towards those with lower margins, combined with higher
operating costs related to our FibreOP service expansion during 2011. Savings from ongoing procurement
initiatives and operating efficiencies helped to mitigate cost pressures in 2011 related to the growth areas of
our business.

EBITDA margin was 48.5 per cent in Q3 2011, a decline of 1.1 percentage points from Q3 2010. For YTD 2011,
EBITDA margin decreased by 1.0 percentage point to 48.3 per cent, compared to the same period in 2010.

Operating income decreased by 12.4 per cent, or $21.8 million, in Q3 2011, and increased by 0.8 per cent, or
$4.2 million, YTD 2011, compared to the same periods in 2010. The EBITDA decline in Q3 and YTD 2011 was
more than offset by lower depreciation and amortization, reflecting a smaller depreciable asset base. This
was primarily due to an impairment charge recorded on certain of our finite-life intangible assets in the
fourth quarter (Q4) of 2010. Our productivity initiatives reduced operating income as severance and other
charges in Q3 and YTD 201 increased by $25.8 million and $17.1 million, respectively, compared to the same
periods in 2010.

Net earnings increased $46.8 million in Q3 2011 compared to Q3 2010. This improvement was driven by a
$47.6 million increase in net earnings from continuing operations, slightly offset by a $0.8 million increase in
net loss from discontinued operations. For YTD 2011, net earnings decreased by $98.5 million compared to
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YTD 2010, which reflected a $95.2 million reduction in net earnings from continuing operations and a $3.3
million increase in net loss from discontinued operations.

Q3 and YTD 2011 net earnings from continuing operations are not directly comparable to those in the same
periods of 2010 due to the Conversion that occurred January 1, 2011. In 2010, net earnings from continuing
operations included gains and losses related to the fair value re-measurement of the class B exchangeable
limited partnership units issued by Bell Aliant LP, as well as distributions declared on those exchangeable
limited partnership units. The re-measurement and distribution did not recur in 2011, as these units were
transferred to us as part of the Conversion and are now eliminated upon consolidation of Bell Aliant LP.
Additionally, income tax expense is higher in 2011 due to a combination of the Conversion, an increase in
effective taxes rates and higher earnings subject to tax, compared to 2010. The year-over-year comparison
is also affected by costs related to the early redemption of medium-term notes, which were higher in 2010
than in 2011

In 2011, net loss from discontinued operations of $0.2 million in Q3 and $4.4 million YTD mainly represents the
after-tax loss on the sale of our xwave business on January 1, 2011. Discontinued operations in 2010
represented the operating results of our xwave business.

Other financial performance metrics

Free cash flow and adjusted earnings per share (EPS) of Bell Aliant Inc. are some of our key financial
performance metrics. The following table provides a summary reconciliation of cash from operating
activities to free cash flow, dividends / distributions declared along with adjusted EPS of Bell Aliant Inc. for
Q3 and YTD 2011, compared to the corresponding periods in 2010. Since our operations support dividends to
Bell Aliant Inc. shareholders, free cash flow combines our cash performance with that of Bell Aliant Inc.

For the period ended September 30 Q3 YTD

(millions of dollars, except per share amounts) 20m 2010 % change 20m 2010 % change
Cash from operating activities $272.5 $258.2 55 $625.8 $715.8 (12.6)
Cash used in operating activities of Bell Aliant Inc. (0.4) (1.1) (63.6) (1.5) (2.9) (48.3)
Total cash from operating activities 2721 257.1 5.8 624.3 712.9 (12.4)
Capital expenditures (162.2) 113.4) 43.0 (435.7) (332.0) 31.2
Free cash flow $109.9 $143.7 (23.5) $188.6 $380.9 (50.5)
Lump sum pension contribution - - n.m. 200.0 - n.m.
Free cash flow " before lump sum pension

contribution $109.9 $143.7 (23.5) $388.6 $380.9 2.0
Dividends / distributions declared on common

shares/units © $108.2 $165.1 (34.5) $324.6 $495.3 (34.5)
Dividends declared on preferred shares issued by

a subsidiary $3.5 - n.m. $7.6 - n.m.
Adjusted earnings per share of Bell Aliant Inc. o $0.41 n.m. n.m. $1.28 n.m. n.m.

n.m. not meaningful

O 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 BCE on units that were exchangeable into Fund units.

For Q3 2011, free cash flow was $109.9 million, a decrease of $33.8 million, or 23.5 per cent, from Q3 2010.
For YTD 2011, free cash flow was $188.6 million compared to $380.9 million YTD 2010. The YTD 2011 decrease
is mainly attributable to the $200.0 million lump sum pension contribution to defined benefit pension plans
made in Q1 2011. Adjusting for this amount, free cash flow before the lump sum pension contribution was
$388.6 million YTD 2011, an increase of $7.7 million, or 2.0 per cent, compared to YTD 2010. The Q3 201
decrease in free cash flow is mainly due to higher planned capital expenditures, compared to the same
period in 2010. We are on track to delivering free cash flow in 2011 that is within our guidance range of $525
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million to $575 million. Refer to the “Financial and capital management” section for further details on cash
from operating and investing activities.

Bell Aliant Inc. declared and paid dividends for YTD 2011 of $1.425 per Bell Aliant Inc. common share, which
represented 85.2 per cent of our combined free cash flow before the lump sum pension contribution. We
target a long-term dividend payout ratio of 75 to 85 per cent of free cash flow, and expect to be within this
range in 2011.

Cash distributions declared under the trust structure for YTD 2010 were 130.0 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.

Adjusted EPS of Bell Aliant Inc. was $0.41 and $1.28 for Q3 and YTD 2011, respectively. We have targeted an
adjusted EPS for Bell Aliant Inc. of $1.60 to $1.80 per share in 2011, and we expect to be within this range by
year end. In calculating adjusted EPS of Bell Aliant Inc., we have excluded the amortization of certain finite-
life intangible customer relationship assets acquired in previous business combinations as it 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, other than in
a business combination, or 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 EPS. Refer to the
“Non-IFRS financial measures” section for more details.

OUR COMPETITIVE LANDSCAPE

We operate in a highly competitive environment, with cable companies remaining our most significant
competitive threat. The expansion of cable telephony competitive footprint continues in our regions. At the
end of September 2011, the competitive footprint overlap with cable companies was approximately 71 per
cent of residential households in our territories, representing a 3 percentage point increase from a year ago.
Competitors are leveraging promotional discounts, marketing campaigns and distribution channels to
capture market share. We have implemented programs in all of our markets to be competitive while
continuing to deliver the highest quality customer service, choice and convenience to our customers. We will
continue to promote our competitively priced bundles, provide our customers with innovative products and
enhanced technology to meet their needs, and invest significantly in our FTTH network, expanding our
coverage to more communities across the Atlantic region in 2011 and 2012.

STRATEGY

Highlights of strategic achievements in Q3 2011
Improve the customer experience

A determined focus on service fundamentals remains at the core of our strategy to deliver a superior
customer experience. In Q3 2011, we continued to drive performance by focusing on our strong customer
experience program, allowing us to keep our promises, do the job right the first time, and make each and
every customer interaction consistent and exceptional.

Retain our customers

Bundles are instrumental for retaining customers and owning the whole home as they allow us to remain
competitive by offering a simple, complete and integrated communications, Internet and entertainment
solution.

In Q3 201, we continued to promote bundle offers across all our markets. Our FibreOP services are
primarily sold through bundles, as customers seek to purchase additional, high-value services such as faster
Internet speed, high-definition (HD) TV programming and personal video recorder (PVR) services. In our
FibreOP service territories, we have experienced a lower rate of NAS customer turnover than the rate we
typically experience in our non-FibreOP service territories.
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Grow broadband

The capabilities of our FTTH network have given us a clear competitive advantage in our FibreOP service
territories that our competitors cannot easily match. Expanding our FibreOP service area allows us to
provide more homes with access to leading edge technology, including the fastest Internet speeds in our
markets and an exceptional TV experience.

We continued to make significant progress on our FTTH network expansion during Q3 2011. We now expect
to pass approximately 450,000 homes and businesses by the end of 2011, up from our previous estimate of
430,000, and remain on track to expand FibreOP services to pass more than 600,000 homes and
businesses by the end of 2012. For YTD 2011, we passed an additional 260,000 homes and businesses with
FibreOP services, bringing the total homes and businesses passed at the end of September 2011 to 398,000
in Atlantic Canada.

In certain regions of Quebec, where we offer cable TV service, we completed the initial phase of our DOCSIS
3.0 upgrade project, which will enable us to provide faster Internet speeds and improve service for both
residential and business customers.

Reset our cost structure

In an intensely competitive market, a disciplined approach to cost reduction is critical. We expect our major
cost reduction initiatives for 2011 will ensure our business is more efficient through enhanced workforce
productivity, controlled discretionary spending and optimized benefits of our commercial agreements with
Bell Canada.

In Q3 2011, we announced a union retirement offer which was accepted by approximately 500 Atlantic
region employees who will leave the company over the next 30 months. We expect a portion of these
positions will be replaced with employees hired at a lower wage scale negotiated as part of the collective
agreement that covers our Atlantic region employees, reducing our labour costs going forward. In addition,
we successfully renegotiated new collective agreements with our NorthernTel and our Télébec clerical
employees, further securing part of our cost structure over the next three years.

Third party spending reduction initiatives continue to focus on negotiating better rates with our suppliers,
reducing or eliminating certain discretionary operating expenses, and on purchasing or building
infrastructure rather than renting. The purchase of poles in Newfoundland in Q4 2010 is an example of an
initiative that enables us to continue to experience operating cost savings throughout 2011. In Q3 2011, our
procurement efforts with Internet transit providers, call centre and operations partners, as well as
maintenance and equipment vendors resulted in increased savings from a number of key suppliers.

Finally, we have completed negotiations on our commercial agreements with Bell Canada and expect to
continue to gain benefits through our strategic relationship in 2012.

Engage employees

Promoting a high performance culture, enhancing leadership effectiveness and improving employee
communication continue to be our strateqic priorities in support of employee engagement.

In Q3 2011, we continued to promote clear communication between employees and leaders. As well, we
continued to focus on creating development opportunities for top talent and ensuring succession and
development plans are in place for senior leaders and employees with critical skills.
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RESULTS OF OPERATIONS

For the period ended September 30 Q3 YTD

(millions of dollars) 201 2010 % change 201 2010 % change
Local and access $312.7 $325.3 (3.9) $934.8 $973.2 (3.9)
Data 219.7 2084 54 648.9 619.5 47
Long distance 97.9 102.6 (4.6) 288.7 298.7 (3.3)
Wireless 25.9 24.3 6.6 73.2 67.3 8.8
Other revenues 44.0 43.1 2.1 128.8 133.8 (3.7)
Operating revenues $700.2 $703.7 (0.5) $2,074.4 $2,092.5 (0.9)
Operating expenses 360.5 3544 1.7 1,071.9 1,061.5 1.0
EBITDA" $339.7 $349.3 (2.7) $1,0025 $1031.0 (2.8)
Depreciation and amortization 159.5 1731 (7.9) 469.8 519.6 (9.6)
Severance and other charges 26.5 0.7 n.m. 324 15.3 n.m.
Operating income $153.7 $175.5 (12.4) $500.3 $496.1 0.8
Net finance expense 431 48.6 Mm.3) 128.4 142.4 (9.8)
Distributions to holders of class B exchangeable

partnership units issued by Bell Aliant LP - 52.3 n.m. - 157.0 n.m.
Loss (goin) on the re-measurement of the class B

exchangeable partnership units issued by Bell Aliant LP - 31.7 n.m. - (156.0) n.m.
Other expense (income) (1.2) 134 n.m. 5.0 16.8 (70.2)
Income tax expense (recovery) 31.7 (3.0) n.m. 110.6 (15.6) n.m.
Net earnings from continuing operations $80.1 $32.5 n.m. $256.3 $351.5 (27.1)
Net earnings (loss) from discontinued operations (0.2) 0.6 n.m. (4.4) 1 n.m.
Net earnings for the period $79.9 $33.1 n.m. $251.9 $350.4 (28.1)

n.m. not meaninaful
EBITDA is a non-IFRS financial measure. Refer to the "Non-IFRS financial measures” section for more details.

Operating revenues
Local and access

Local and access revenue declined 3.9 per cent, or $12.6 million, in Q3 2011, and 3.9 per cent, or $38.4 million,
YTD 2011, compared to the same periods in 2010. This was largely driven by a 5.2 per cent decline in our
total NAS customers at September 30, 2011, compared to September 30, 2010. Revenue losses continue to
be mitigated through programs targeted at retaining our highest value customers and implementing selected
price increases that reflect the higher value provided through our bundled packages.

During Q3 2011, our total net NAS declines were approximately 37,900, representing an increase of 2,400
over net NAS declines during Q3 2010, but a marked improvement on the year-over-year net NAS decline of
approximately 8,700 experienced during Q2 201. At September 30, 2011, the number of residential NAS
customers was 6.7 per cent lower than at September 30, 2010, reflecting continued competitive intensity, the
opening of new competitive footprint and the substitution of wireline services by wireless and VolP services.
The number of business NAS customers was 2.3 per cent lower than at September 30, 2010.

Data

Data revenue increased 5.4 per cent, or $11.3 million, in Q3 2011, and 4.7 percent, or $29.4 million, YTD 2011,
compared to the same periods in 2010. In Q3 2011, Internet revenues grew by 6.7 per cent, or $7.7 million,
and IPTV revenues grew by 79.7 per cent, or $5.1 million, compared to Q3 2010. These increases more than
offset the decline in other data revenues of 1.7 per cent, or $1.5 million. YTD 2011 results reflect a similar
trend as an $8.4 million decline in other data revenues was more than compensated by growth in Internet
and IPTV revenues of $23.6 million and $14.2 million, respectively.

At September 30, 201, total IPTV subscribers reached approximately 68,200, up 57.9 per cent from
September 30, 2010. FibreOP TV customers grew by approximately 10,700 in Q3 2011 to reach
approximately 30,400 at the end of September 2011, with some migration occurring between our legacy Bell
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Aliant TV and our new FibreOP TV. Overall, IPTV customer net additions were approximately 9,000 in Q3
2011.

Growth in residential high-speed Internet ARPC continued to drive most of the increase in Internet revenues.
Customer demand for more bandwidth and premium services, along with selective pricing increases, pushed
ARPC to a new high of $42.32 in Q3 2011. ARPC increased 5.9 per cent, or $2.34, from $39.98 in Q3 2010, and
represents an increase of $2.09, or 5.3 per cent, to $41.65 YTD 2011.

High-speed Internet customers reached almost 860,000 at the end of September 2011, up 2.7 per cent from
a year earlier. Overall net high-speed Internet customer additions of approximately 4,900 in Q3 2011 were
down from approximately 9,600 in Q3 2010, reflecting lower growth in DSL footprint, migration to FibreOP,
and continued competitive activity. FibreOP residential Internet customers grew by approximately 12,000
during the current quarter to reach approximately 34,000 at the end of September 2011. The majority of the
FibreOP Internet net additions were customers migrating from DSL and FTTN networks which would not have
contributed to overall high-speed Internet customer growth, but increasingly contribute to growth in ARPC.

Other data revenue declined as a result of competitive pressures, migration to |IP-based technologies, and
re-pricing of services. The decline in data revenues this year has improved from trends experienced in 2010
as a result of renewed data service demand growth in Atlantic Canada.

Long distance

Long distance revenue declined by 4.6 per cent, or $4.7 million, in Q3 2011, and 3.3 per cent, or $10.0 million,
YTD 201, compared to the same periods in 2010. The decline is primarily the result of lower NAS,
substitution of traditional wireline service with email, cellular calling and VolP services and migration from
legacy long distance per-minute plans to flat rate plans. The effects of these declines were partially
mitigated by selective price increases.

Wireless

Wireless revenue increased by 6.6 per cent, or $1.6 million, in Q3 2011, and by 8.8 per cent, or $5.9 million,
YTD 2011, compared to the same periods in 2010. This was mainly due to an 1.0 per cent increase in the
number of wireless customers at September 30, 2011, compared to September 30, 2010. For Q3 201,
wireless ARPC decreased 3.7 per cent, or $2.30, and YTD 2011 by 1.8 per cent, or $1.07, compared to the same
periods in 2010, mainly driven by roaming volume and rate changes. This is offset to a large degree by an
increase in Smartphone users who are choosing new voice and data plans, and selected price increases on
certain services.

Other revenues

Other revenues increased 2.1 per cent, or $0.9 million, in Q3 2011, compared to Q3 2010, mainly due to an
increase in pole attachment revenue driven by both price increases in late 2010 and the purchase of poles in
Newfoundland in Q4 2010. For YTD 2011, other revenues decreased by 3.7 per cent, or $5.0 million, compared
to the same period in 2010. The overall decline was largely driven by revenues generated from the G8
Summit in Q2 2010, which did not recur in 2011, as well as a decrease in telecommunications equipment sales,
other rental revenue and outsourcing revenues.

BELL ALIANT REGIONAL COMMUNICATIONS INC. Q3 20N

35






