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�THIS AGREEMENT, effective as of December 29, 1998 is made



BETWEEN



CANADIAN PORTABLE CONTRIBUTION CONSORTIUM INC., 

a corporation incorporated under the laws of Canada



			(herein called the “Consortium”)



AND:



PROGESTIC INTERNATIONAL INC., 

			a corporation incorporated under the laws of Canada



			(herein called “Progestic”)





WHEREAS pursuant to Telecom Decision CRTC 97-8 dated May 1, 1997 (“Decision 97-8”) and in proceedings following thereafter and arising therefrom, the Canadian Radio-television and Telecommunications Commission (the “CRTC”) determined the terms and conditions under which persons may enter the local exchange market in the operating territories of the incumbent local exchange carriers referred to in paragraph 2 of Decision 97-8 as well as, pursuant to Telecom Decision CRTC 98-6 dated May 7, 1998, in the operating territory of TELUS Communications (Edmonton) Inc. (“TCEI”); and



WHEREAS the CRTC determined, inter alia, that all local exchange carriers (“LECs”), as a condition of offering service, would be required to bill and collect contribution from interexchange carriers (“IXCs”) and Wireless Service Providers (“WSPs”) which interconnect to the local networks of the LECs at the rates and on the terms and conditions specified by the CRTC from time to time; and



WHEREAS pursuant to Decision 97-8 and in proceedings following thereafter and arising therefrom the CRTC has ordered the establishment of a central fund (the “Central Fund”) in each of the nine operating territories in Canada of the incumbent local exchange carriers (“ILECs”) referred to in paragraph 2 of  Decision 97-8 and in the operating territory of TCEI to facilitate (i)  the payment by each LEC of contribution on account of interexchange traffic,  together with interexchange contributions on certain other services provided by such LECs, to a central fund administrator for the benefit of all LECs operating within such operating territory,  and (ii) the disbursement of such funds by the central fund administrator to LECs in such operating territory based upon the number of residential network access service customers in each band of each LEC operating within such operating territory; and



WHEREAS an agreement providing for the establishment and operation of a Central Fund in respect of each of the nine operating territories in Canada has been entered into with the approval of the CRTC pursuant to Section 29(c) of the Telecommunications Act (Canada); and

 

WHEREAS the CRTC determined that the ILEC in each of the nine operating territories in Canada would act as interim administrator of the relevant Central Fund pending selection and appointment by the Consortium of a third party permanent administrator of the Central Funds (and, if required by the Telecommunications Act (Canada), the designation of such person by the CRTC); and



WHEREAS each of the ILECs, with the permission of the CRTC,  has appointed Stentor Canadian Network Management (“SCNM”) as its agent for the purpose of acting as interim administrator for the Central Fund for each relevant operating territory; and



WHEREAS the Consortium has been formed by the present LECs and those additional industry participants who have declared to the CRTC, in writing,  an intention to become a LEC within Canada prior to January 1, 2000, to establish and supervise the approach approved by the CRTC in Decision 97-8 (“Portable Contribution”), as the same may be amended from time to time, including the preparation of a request or requests for proposals for the provision of services relating to Portable Contribution by a third party central fund administrator; and



WHEREAS pursuant to the Consortium's mandate, it issued a request for proposals dated February 27, 1998 in respect of such services (the “RFP”); and



WHEREAS Progestic provided a proposal in response to the RFP; and



WHEREAS Progestic has represented to the Consortium that it is capable of performing the functions of the central fund administrator in accordance with the terms and subject to the conditions set forth herein and in the Central Fund Agreements; and



WHEREAS the Consortium, relying upon such representation, wishes to retain Progestic to provide such services to the Consortium and Progestic is willing to provide such services in accordance with the terms and subject to the conditions set out herein.



NOW THEREFORE in consideration of these premises and other good and valuable consideration, the receipt and adequacy of which is hereby acknowledged by each of the parties hereto, it is agreed as follows:







ARTICLE 1

DEFINITIONS AND INTERPRETATION



Definitions



1.01	In this Agreement, unless something in the subject matter or context is inconsistent therewith: 



“affiliate” means, with respect to any party or other Person as the context may require, at any time, a Person or party



(i)	that at such time owns directly or indirectly, 20% or more of the capital stock (or other ownership interest, if not a corporation) of such party or other Person;



(ii)	20% or more of whose capital stock (or other ownership interest, if not a corporation) at such time is owned, directly or indirectly, by such party or other Person; or



(iii)	20% or more of whose capital stock (or other ownership interest, if not a corporation) at such time is owned, directly or indirectly, by another Person that at such time owns, directly or indirectly, 20% or more of the capital stock (or other ownership interest, if not a corporation) of such party or other Person;



“Agreement” means this Agreement, including its Schedules, as the same may be amended from time to time;



“Assignment and Assumption of Central Fund Agreement” means an agreement substantially in the form of Schedule A hereto;



“associate” means, with respect to any party or other Person as the context may require, at any time, a Person or party



(i)	that at such time owns directly or indirectly, less than 20% of the capital stock (or other ownership interest, if not a corporation) of such party or other Person;



(ii)	less than 20% of whose capital stock (or other ownership interest, if not a corporation) at such time is owned, directly or indirectly, by such party or other Person; or



(iii)	less than 20% of whose capital stock (or other ownership interest, if not a corporation) at such time is owned, directly or indirectly, by another Person that at such time owns, directly or indirectly, less than 20% of the capital stock (or other ownership interest, if not a corporation) of such party or other Person;



“Business Day” means any day other than a Saturday, Sunday or statutory holiday observed in the Province of Manitoba;



“Central Fund Agreements” means (a) the eight agreements, each dated as of December 31, 1997 relating to operation of the eight Central Funds referenced in the Decision 97-8 as amended by first amending agreements thereto dated as of July 7, 1998, as the same may be further amended and/or supplemented from time to time, and (b) the agreement dated as of July 1, 1998 relating to the operation of the Central Fund in the operating territory of TCEI, as the same may be amended and/or supplemented from time to time;



“Closing” means the consummation of the transactions contemplated herein according to the terms and subject to the conditions contemplated herein;



“Closing Date” means March 26, 1999 or such other date as the parties may agree upon or as may be provided for in this Agreement as the date upon which the Closing shall take place;



“Confidential Information” has the meaning ascribed thereto in Section 13.06;



“Contingency Plan” has the meaning ascribed thereto in Section 5.01(q);



“Disaster Recovery Plan” has the meaning ascribed thereto in Section 5.01(r);



“Event of Default” has the meaning ascribed thereto in Section 9.01;



	“interexchange reseller” means a Person which provides switched interexchange voice and/or data services that are contribution eligible and which are provided using transmission facilities leased from a telephone company or IXC;



	“Letter of Credit” has the meaning ascribed thereto in Section 5.01(k);



“Material Agreements” means this Agreement, the Central Fund Agreements, the System Licence Agreement and the Assignment and Assumption of Central Fund Agreements;



“Person” means an individual, partnership, limited liability company, corporation (including a business trust), joint stock company, trust, unincorporated association, joint venture, or other entity or a government or any agency, department or instrumentality thereof;



“Products” has the meaning ascribed thereto in Section 4.01(m);



“Service Levels” has the meaning ascribed thereto in Schedule B hereto;



“Services” has the meaning ascribed thereto in Schedule B hereto;



“System” means the software comprising the system to be licensed to Progestic pursuant to the System Licence Agreement as such system may be enhanced, modified or otherwise changed, from time to time;



“System Licence Agreement” means an agreement substantially in the form of Schedule C hereto among those Persons comprising SCNM, the Consortium and Progestic;



“Termination Period” means the time period from the date of receipt of the notice of termination of this Agreement or the expiry date of this Agreement (as the case may be) and thenceforth until the Termination Plan has been completed; 



“Termination Plan” means the plan forming Schedule D hereto;



“Transition Period” has the meaning ascribed thereto in Section 7.02; and



“Transition Plan” means the transition plan forming Schedule E hereto.



Incorporation by Reference



1.02	Sections 1.02 (Headings), 1.03 (Extended Meanings), 1.04 (Accounting Principles), 1.05 (Interest Calculations and Payments), 1.06 (Currency), 1.09 (Action on Business Day), 10.10 (Further Assurances), 10.11 (Time of the Essence), 10.12 (Counterparts) and 10.13 (Language) of the Central Fund Agreements are hereby incorporated herein by reference.



Schedules



1.03	The following are the Schedules annexed hereto and incorporated by reference and deemed to be part hereof:



	Schedule A	-	Assignment and Assumption of Central Fund Agreement

	Schedule B	-	Services and Service Levels

	Schedule C	-	System Licence Agreement

	Schedule D	-	Termination Plan

	Schedule E	-	Transition Plan 

	Schedule F	-	Progestic Fees and Charges 

	Schedule G	-	Contingency Plan Outline

Schedule H	-	Disaster Recovery Plan Outline

	Schedule I	-	Progestic Personnel



Other Definitions



1.04	Certain words and expressions which are capitalized or which have initial capital letters and which are not defined in Section 1.01 and are used in this Agreement are defined in the context in which they appear and shall have the meanings there indicated.  Certain other words and expressions which are capitalized  or which have initial capital letters and which are not defined in Section 1.01 or in the context in which they appear herein shall the meanings ascribed thereto in the Central Fund Agreements.





ARTICLE 2

CLOSING ARRANGEMENTS



Place and Time of Closing



2.01	The Closing shall take place at 10:00 a.m. local time on the Closing Date at the offices of Gowling, Strathy & Henderson, 160 Elgin Street, Ottawa, Ontario, or at such other time and place as the parties may agree upon.



Actions at the Closing



2.02	At the Closing, in addition to the other matters contemplated herein, the following matters shall be completed:



	(a)	Assignment of Central Fund Agreements - each Interim CFA, the Consortium, Progestic and certain other parties, if required, shall execute and deliver an Assignment and Assumption of Central Fund Agreement in respect of each of the nine Central Fund Agreements; and



	(b)	Letter of Credit - Progestic shall cause the Letter of Credit to be delivered to the Consortium.





ARTICLE 3

CONDITIONS



Consortium's Conditions  



3.01	The obligation of the Consortium to complete the transactions contemplated by this Agreement shall be subject to the satisfaction of each of the following conditions at or prior to the time of Closing (each of which is acknowledged by Progestic to be included for the exclusive benefit of the Consortium and may be waived by it in whole or in part):



(a)	Truth and Accuracy of Representations of Progestic - all of the representations and warranties of Progestic made in or pursuant to the Material Agreements shall be true and correct in all material respects as at the time of Closing except as such representations and warranties may be affected by the occurrence of events or transactions expressly contemplated and permitted by the Material Agreements and the Consortium shall have received a certificate from the president of Progestic confirming the truth and correctness in all material respects of the representations and warranties of Progestic; 



(b)	Performance of Obligations - Progestic shall have performed all of its obligations pursuant to the Material Agreements required to have been performed at or prior to the time of Closing;



(c)	Receipt of Closing Documentation - all documentation relating to the transactions contemplated by the Material Agreements and all actions and proceedings taken on or prior to the Closing in connection therewith shall be satisfactory to the Consortium and the Consortium shall have received copies of all such documentation or other evidence as it may reasonably request in order to establish the completion of the transactions contemplated by the Material Agreements to have been completed at or prior to the time of Closing and the taking of all corporate proceedings in connection therewith in compliance with these conditions, in form and substance satisfactory to the Consortium including, without limitation, the following:



(i)	a copy, certified by the president of Progestic of the articles and by-laws of Progestic;



(ii)	a copy, certified by the president of Progestic, of a resolution of the board of Progestic authorizing the execution and delivery of the Material Agreements and related documents, instruments and writings; and



		(iii)	certificates of incumbency and specimen signatures with respect to all persons executing any documents, instruments and writings contemplated by the Material Agreements on behalf of Progestic;



	(d)	CRTC Approval - the appointment of Progestic hereunder shall have been approved by the CRTC pursuant to Section 46.5 of the Telecommunications Act (Canada);



	(e)	Letter of Credit - Progestic shall have provided evidence to the Consortium of the availability of the Letter of Credit;



	(f)	Transition Plan - the Transition Plan shall have been completed and the Consortium shall not have terminated this Agreement pursuant to Section 7.02 hereof;



	(g)	System - Progestic shall have accepted the CFAS as defined in the System Licence Agreement;



	(h)	Assignment and Assumption of Central Fund Agreement - each Interim CFA, the Consortium and Progestic and certain other parties, if required, shall have executed and delivered an Assignment and Assumption of Central Fund Agreement; and



	(i)	Evidence of Insurance - Progestic shall have provided copies of the policies of insurance required pursuant to this Agreement or certificates of insurance with respect to such policies.





ARTICLE 4

PROGESTIC REPRESENTATIONS AND WARRANTIES



Progestic Representations and Warranties



4.01	Progestic represents and warrants to the Consortium as follows:



	(a)	Corporate Status - Progestic is a corporation duly incorporated or continued and validly existing under the laws of the jurisdiction of its incorporation and it has all necessary corporate power and authority to own its properties and carry on its business as presently carried on and is duly licensed, registered or qualified in all jurisdictions where the character of its property owned or leased or the nature of the activities conducted by it makes such licensing, registration or qualification necessary or desirable.



(b)	Corporate Authority - Progestic has full corporate power and authority to enter into the Material Agreements and to do all acts and execute and deliver all other documents as are required thereunder  to be done, observed or performed by it in accordance with their terms.



(c)	Valid Authorization - Progestic has taken all necessary corporate action to authorize the creation, execution, delivery and performance of the Material Agreements and to observe and perform the provisions of the Material Agreements in accordance with their terms.



(d)	Validity of Documents and Enforceability - The Material Agreements constitute valid and legally binding obligations of Progestic, enforceable against it in accordance with their terms subject to applicable bankruptcy, insolvency and other laws of general application limiting the enforceability of creditors' rights and to the fact that specific performance is an equitable remedy available only in the discretion of the court.  Neither the execution and delivery of the Material Agreements, nor compliance with the terms and conditions of the Material Agreements, (i) has resulted or will result in a violation of the articles (or other constituting documents) or the by-laws of Progestic or any resolutions passed by the board of directors (including any committee of the board of directors) or the shareholders of Progestic or any applicable law, rule, regulation, order, judgment, injunction, award or decree, (ii) has resulted or will result in a breach of, or constitute a default under, any loan agreement, indenture, trust deed or any other agreement or instrument to which Progestic is a party or by which it is bound or (iii) requires any approval or consent of any governmental authority or agency having jurisdiction except such as has already been obtained.



(e)	Absence of Litigation - There are no actions, suits or proceedings pending against or affecting Progestic or any of its undertakings and assets, at law, in equity or before any arbitrator or before or by any governmental department, body, commission, board, bureau, agency or instrumentality having jurisdiction in respect of which there is a reasonable likelihood of a determination adverse to Progestic and which would, if determined adversely, materially and adversely affect the ability of Progestic to perform any of its obligations under the Material Agreements.



	(f)	No Affiliation - Progestic is not and has never been (i) a shareholder of the Consortium; or (ii) an affiliate of (A) the Consortium; (B) a shareholder of the Consortium; or (C) a LEC, a WSP, an IXC or an interexchange reseller operating in Canada. 



	(g)	Financial Statements - All financial statements and interim financial statements provided to the Consortium prior to or during the term of this Agreement are or will be true, complete and correct in every respect, and have or will have been prepared in accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding period and present or will present a true and complete statement of the financial condition and assets and liabilities of Progestic as at the effective dates thereof; the statements of earnings, retained earnings and changes in financial position accurately or will accurately set forth the results of the operations of Progestic throughout the period covered by such financial statements and interim financial statements, respectively; the financial condition of Progestic is or will be as set forth in such financial statements and interim financial statements respectively.



	(h)	Absence of Changes - Since the date of the most recent financial statement or interim financial statements of Progestic provided to the Consortium hereunder, as the case may be, there has not been:



(i)	any change in the operation of the business or financial condition of Progestic other than changes in the ordinary and normal course of business, none of which alone or in the aggregate constitutes a material adverse change; or



(ii)	any revocation of any right to do business, damage, destruction or loss, labour trouble or other event, development or condition of any character (whether or not covered by insurance) which alone or in the aggregate has had a material and adverse effect on Progestic or its future prospects.



	(i)	Staff - Progestic currently has on staff or immediately available to it a sufficient number of directors, officers, employees and agents having appropriate types and levels of expertise, including, without limitation, managerial, technological and financial, so as to permit it to perform its obligations under the Material Agreements in a manner which will meet or exceed the Service Levels contemplated by this Agreement.  Progestic has the capacity to provide bilingual (French/English) Services.



	(j)	Letter of Credit - Progestic is and will remain in a position to provide the Letter of Credit for so long as it is required hereunder.



	(k)	Progestic Canadian - Progestic is a corporation incorporated pursuant to the provisions of the Canada Business Corporations Act (Canada), is a Canadian controlled private corporation as that term is defined in the Income Tax Act (Canada) and is not a non-resident of Canada as that term is defined in the Income Tax Act (Canada).



	(l)	No Encumbrances - No encumbrances of any kind whatsoever binding upon the property, assets or undertaking of Progestic, including, without limitation, liens, charges, mortgages, assignments and transfers intended as security, pledges, security interests, restrictions, title retention agreements, writs of execution and seizure and sale, attach or extend to or are binding upon any of the Central Funds and the proceeds thereof.



	(m)	Year 2000 Compliance - Good and sufficient plans have been developed and implemented by Progestic to ensure that all products, including, without limitation, hardware, software, firmware, middleware and the System used to provide the Services which, for greater certainty, shall include such products used by other Persons but over which Progestic exercises control (the “Products”) will be Year 2000 compliant on or before the advent of 2000 A.D.  For the purposes of this Agreement, “Year 2000 compliant” means the Products are designed to be used prior to, during and after the calendar year 2000 A.D. and will perform without interruption complete, accurate and error�free processing, storage, retrieval, calculation, sequencing and comparison of all data involving dates and same century and multi�century formulas, including without limitation, accepting date input, providing date output and performing calculations on dates or portions of dates during such period, including leap year calculations, without change in performance arising from the advent of 2000 A.D. provided that any products which interconnect with the Products properly exchange date and time data with the Products.



	(n)	Intellectual Property - Progestic is or will be the owner or licensee of such intellectual property rights, including, without limitation, copyrights, trade secrets, trade-marks, service marks, logos, trade names and patents as are or will be reasonably required, from time to time, to provide the Services hereunder and the provision of the Services hereunder by Progestic will not infringe or violate any copyrights, trade secrets, trade-marks, service marks, logos, trade names, patents or other intellectual property rights of any third party.



	(o)	Technology and Data - The material Products will operate in substantial conformity with and will substantially achieve the functionality described in the relevant specifications and documentation.  For the purposes of this Agreement a material Product means a Product, the failure of which to so operate, would be likely to prevent Progestic from providing the Services in accordance with the Service Levels.  Progestic has taken all reasonable efforts to ensure the accuracy and completeness of all data and databases relating to performance of the Services.





ARTICLE 5

PROGESTIC COVENANTS



Progestic Covenants



5.01	In addition to the other covenants of Progestic contained in this Agreement, Progestic covenants and agrees with the Consortium that it will:



(a)	Corporate Existence - maintain its corporate existence in good standing subject to the right to merge, amalgamate or effect any reorganization which does not result in any deterioration of the position of or detriment to the Consortium, and provided that any successor entity executes, prior to or contemporaneously with the consummation of such transaction, such instruments as are satisfactory to the Consortium evidencing the agreement of such successor entity to observe and perform all the covenants and obligations of Progestic under the Material Agreements;



(b)	Authorization etc. - obtain and maintain in force any authorization, approval, registration, licence or consent of or from any official, agency or instrumentality of Canada or any political subdivision thereof which may be or may become necessary or required in order that Progestic may fulfil its obligations under the Material Agreements;



(c)	Compliance with law - comply in all material respects with all applicable laws, rules, regulations and orders and maintain its rights, franchises, qualifications and privileges except to the extent that the failure to do so will not affect the ability of Progestic to perform its obligations under the Material Agreements;



(d)	No Encumbrances - not purport to sell, assign (by operation of law or otherwise) or otherwise dispose of, or create or suffer to exist any encumbrance of any kind whatsoever, including any lien, charge, mortgage, assignment and transfer intended as a security, pledge, security interest, restriction, title retention agreement, writ of execution and seizure and sale upon or with respect to, any of the Central Funds and the proceeds thereof;



(e)	Notice of Defaults - promptly notify the Consortium of the occurrence of any default or material breach by it under any Material Agreement and of any event or circumstance which, after notice or lapse of time or both, would constitute such a default or material breach, and of any other matter which might materially adversely affect the financial condition or the business or assets of Progestic, or its ability to perform its obligations under the Material Agreements, as well as of the steps being taken to remedy the same;



(f)	Notice of Association - promptly notify the Consortium in writing if Progestic has actual knowledge that it has become an associate of (i) the Consortium; (ii) a shareholder of the Consortium; or (iii) a LEC, a WSP, an IXC or an interexchange reseller operating in Canada, provided that for the purposes of this Section 5.01(f) Progestic’s actual knowledge shall mean the actual knowledge of one or more of Progestic’s officers, from time to time, and shall not include the actual knowledge of its directors, from time to time;



	(g)	Principal Place of Business - not change its principal place of business and chief executive office as set forth in Section 13.02 on the date hereof without providing 14 days written notice to the Consortium;



(h)	Interim Financial Statements - promptly upon availability and in any event within 45 days after the end of each fiscal quarter of Progestic deliver to the Consortium unaudited and internally prepared financial statements of Progestic for such period certified by one or more of the senior officers of Progestic;



(i)	Annual Audited Financial Statements - promptly upon availability and in any event within 90 days after the end of a fiscal year of Progestic, commencing with the fiscal year in which the Closing Date falls, deliver to the Consortium the annual financial statements of Progestic prepared in accordance with generally accepted accounting principles consistently applied and audited together with the unqualified opinion of the auditor thereon; 



(j)	Central Fund Accounts - establish and maintain at a Canadian chartered bank which is a Schedule I bank under the Bank Act (Canada), a separate trust account with respect to each Central Fund; ensure that all documents, instruments and writings executed and delivered by it with respect to establishment and maintenance of such accounts clearly reflect that all funds deposited therein and all interest earned thereon are held by Progestic as a bare trustee for and for the benefit of the eligible LECs, in accordance with their respective entitlements to payment from such trust funds under each Central Fund Agreement; not commingle any funds in any such account with any funds in any other such account without the prior written consent of the Consortium; not commingle any funds in any such account with any funds not paid to Progestic in trust pursuant to the Central Fund Agreements; consent, from time to time, to any registrations which the Consortium wishes to make pursuant to personal property security or equivalent legislation to reflect the trust arrangements contemplated above.



	(k)	Irrevocable Letter of Credit - provide on the Closing Date an irrevocable letter of credit issued by a Canadian chartered bank which is a Schedule I bank under the Bank Act (Canada) in the principal amount of $150,000 having a term expiring on a date which is nine (9) months after the Closing Date and naming the Consortium as beneficiary which irrevocable letter of credit shall entitle the Consortium to demand payment by the issuer upon provision of a written statement of the Consortium indicating that, in its determination, an Event of Default has occurred, without any requirement that the Consortium pursue or exhaust any remedies or recourses it may have against Progestic before being entitled to require payment under such irrevocable letter of credit (the “Letter of Credit”);



	(l)	Services - perform the Services in a professional and workmanlike manner; use employees of suitable training, skill and experience; ensure that the Services include (i) bilingual (French/English) input screens (i.e., at LEC end); (ii) bilingual (French/English) instructional material (including training/presentations); and (iii) dealing verbally in the language (i.e., French/English) of the LEC’s choice; and provide the Services in accordance with the applicable Service Levels;



	(m)	Insurance Policies - purchase, provide and, subject to availability, continuously maintain, at the Consortium’s expense, from the Closing Date and for the term hereof, insurance in such amounts as would a commercially reasonable person providing services similar to the Services, or owning and/or operating assets similar to those of Progestic including, without limitation, the following:



		(i)	General Liability Insurance - the general liability insurance shall:



			(A)	provide coverage of not less than Ten Million Dollars ($10,000,000) per occurrence;



			(B)	provide that the Consortium and its shareholders shall be additional insured;



			(C)	include a waiver of any subrogation rights that the insurers may have against the Consortium and its shareholders and against those for whom the Consortium and its shareholders are responsible in law and any person who has a right to claim a right of contribution as against the Consortium or its shareholders;



			(D)	include the following clause:



				“AGENCY/TRUSTEE



				It is understood and agreed that the Named Insured who obtained this Policy and paid the premium therefor did so on its own behalf and as agent and/or trustee for the others insured hereby, including those referred to by general description.  It is further acknowledged and agreed by the Insurer(s) as evidenced by their acceptance of the premium paid that any person, firm or corporation coming within the description of any unnamed person, insured by this Policy may ratify such agency and/or trusteeship at any time subsequent to the issuance of the Policy for the purpose of entitlement to coverage granted by its terms for good consideration.”



			(E)	include “severability of interest” and “cross liability” clauses;



			(F)	require a minimum of ninety (90) days written notice of cancellation or non-renewal be provided to the Consortium as named insured; and



			(G)	include coverage for blanket contractual, owners’ protective and contractors’ protective liability and products and completed operations;



	(ii)	Financial Institution Bond Insurance - the Financial Institution Bond Insurance shall:



		(A)	provide coverage of not less than Ten Million Dollars ($10,000,000) per occurrence;



		(B)	provide that the Consortium and its shareholders shall be additional insured;



		(C)	include a waiver of any subrogation rights that the insurers may have against the Consortium and its shareholders and against those for whom the Consortium and its shareholders are responsible in law and any person who has a right to claim a right of contribution as against the Consortium or its shareholders;



		(D)	include the following clause:



			“AGENCY/TRUSTEE



			It is understood and agreed that the Named Insured who obtained this Policy and paid the premium therefor did so on its own behalf and as agent and/or trustee for the others insured hereby, including those referred to by general description.  It is further acknowledged and agreed by the Insurer(s) as evidenced by their acceptance of the premium paid that any person, firm or corporation coming within the description of any unnamed person, insured by this Policy may ratify such agency and/or trusteeship at any time subsequent to the issuance of the Policy for the purpose of entitlement to coverage granted by its terms for good consideration.”; and



		(E)	require a minimum of ninety (60) days written notice of cancellation or non-renewal be provided to the Consortium as named insured.



		In addition, the Financial Institution Bond shall include the following amendments:



			(1)	Uncertificated Securities coverage included;



			(2)	Computer Systems - loss resulting from fraudulent entry of data or change in programs - $2,000,000;



			(3)	Extortion - threats to persons or property - $500,000;		



		(iii)	Errors and Omissions Liability Insurance - the errors and omissions liability insurance shall:



			(A)	provide coverage of not less than Ten Million Dollars ($10,000,000) per occurrence;



			(B)	provide that the Consortium and its shareholders shall be additional insured;



			(C)	include a waiver of any subrogation rights that the insurers may have against the Consortium and its shareholders and against those for whom the Consortium and its shareholders are responsible in law and any person who has a right to claim a right of contribution as against the Consortium or its shareholders;



			(D)	include the following clause:



				“AGENCY/TRUSTEE



				It is understood and agreed that the Named Insured who obtained this Policy and paid the premium therefor did so on its own behalf and as agent and/or trustee for the others insured hereby, including those referred to by general description.  It is further acknowledged and agreed by the Insurer(s) as evidenced by their acceptance of the premium paid that any person, firm or corporation coming within the description of any unnamed person, insured by this Policy may ratify such agency and/or trusteeship at any time subsequent to the issuance of the Policy for the purpose of entitlement to coverage granted by its terms for good consideration.”



			(E)	require a minimum of ninety (90) days written notice of cancellation or non-renewal be provided to the Consortium as additional insured; and



	(F)	include the following endorsements:



			(1)	Extended Reporting Period;



	(n)	Evidence of Insurance - deliver to the Consortium certified copies of all policies of insurance and shall, from time to time, prior to the expiry thereof, provide to the Consortium evidence of renewal of such insurance; if any policies of insurance are not available on the Closing Date, Progestic shall deliver detailed certificates of such policies on the Closing Date and certified copies of such policies forthwith upon issuance of same; Progestic shall deliver to the Consortium certified copies of all replacement policies, amendments or riders to the policies of insurance forthwith upon issuance of same; delivery to and examination by the Consortium of any policy of insurance or certificate thereof or other evidence of insurance in no way shall relieve Progestic of any of its obligations to insure in strict compliance with the provisions of this Section, and in no way shall operate as a waiver by the Consortium of any of its rights;



	(o)	Verification of Compliance - provide the Consortium with a quarterly performance report, in a form and with content mutually established by the parties, documenting Progestic's performance with respect to the Services and the Service Levels.  In addition, Progestic will provide the Consortium with such documentation and other information as may be reasonably requested by the Consortium from time to time in order to verify that Progestic's performance of the Services is in compliance with the Material Agreements and the applicable Service Levels;



	(p)	Officer's Certificate - provide the Consortium with an officer's certificate, on a quarterly basis certifying that Progestic has complied with all of the covenants and agreements in the Material Agreements during the previous quarter and that all of the representations and warranties made by Progestic in any of the Material Agreements remain true and correct as of the date of such certificate provided that if the representations and warranties of Progestic made in Sections 4.01(e) and (h) of this Agreement are not then true, Progestic shall not be in breach of its covenant in this Section 5.01(p) if it provides to the Consortium reasonable disclosure in respect of the relevant action, suit or proceeding or material adverse change or effect, as the case may be;



(q)	Contingency Plan - establish by the Closing Date a contingency plan acceptable to the Consortium, acting reasonably, which plan shall address the circumstances of system failures and other possible interruptions in the provision of the Services and those additional matters contained in the contingency plan outline attached as Schedule G (the “Contingency Plan”) and, following establishment thereof, adhere to the provisions of the Contingency Plan;



(r)	Disaster Recovery Plan - establish by the Closing Date a disaster recovery plan acceptable to the Consortium, acting reasonably, which plan shall address those matters contained in the disaster recovery plan outline attached hereto as Schedule H (the “Disaster Recovery Plan”) and, following establishment thereof, adhere to the provisions of the Disaster Recovery Plan;



	(s)	Performance of Obligations of Permanent CFA - without limiting any of the foregoing covenants, Progestic covenants and agrees that it shall fully and completely perform each and every obligation of the Permanent CFA under or pursuant to each of the Central Fund Agreements from the Closing Date to the same extent as if Progestic had been an original signatory to each of the Central Fund Agreements as Permanent CFA; 



	(t)	No Subcontracting - not subcontract or otherwise delegate delivery or performance of the Services or any material portion thereof, directly or indirectly, in any manner whatsoever, without the prior written consent of the Consortium, which may not be unreasonably withheld or unduly delayed; and provide or cause to be provided to the Consortium such documents, instruments and writings, binding upon any approved subcontractor or other delegatee as may be satisfactory to the Consortium, acting reasonably.  A subcontract or other instrument relating to delegation of delivery or performance of Services providing for a term of less than two (2) months and involving an amount of less than $40,000 shall not be subject to the foregoing requirements provided that the foregoing provisions of this sentence shall not apply as soon as subcontracts or other instruments relating to delegation of delivery or performance of Services have been awarded by Progestic which (i) have terms which, in the aggregate, are equal to or in excess of six (6) months; or (ii) which involve, in the aggregate, an amount equal to or in excess of $100,000;



	(u)	Use of Intellectual Property - not use any intellectual property including, without limitation, any copyrights, trade secrets, trade-marks, service marks, logos, trade names and patents (“intellectual property”) to perform its obligations under the Material Agreements unless it is the owner or licensee thereof; use any intellectual property of which it is the owner or licensee only in accordance with its ownership or licence rights; not use any intellectual property of the Consortium, any shareholder thereof or any of their affiliates unless it acquires the same or becomes the licensee thereof and any use thereof shall be in accordance with any such ownership or licence rights; and when acquiring intellectual property rights from third parties relating to performance of Progestic’s obligations under the Material Agreements, obtain such rights of sale, assignment and transfer as may be required to enable Progestic to fulfil its covenants under the Material Agreements;



	(v)	System - if the Consortium exercises its option to acquire the System pursuant to the System Licence Agreement and terminates the licence to Progestic thereunder, or if this Agreement or the System Licence Agreement is terminated or expires, Progestic shall assign and transfer to the Consortium all of its right, title and interest in and to the System including any copyrights, trade secrets, trade-marks and patents or other intellectual property rights therein; shall disclaim any and all other rights that it may have in the System; shall disclaim and waive or cause to be disclaimed and waived any moral rights that it or any of its employees or agents may have in any associated programs and databases; and shall provide or cause to be provided to the Consortium or its designated service provider any third-party licences which relate to software which has been integrated into the System provided that, for greater certainty, such third party licences shall not include licences in respect of commercial off-the-shelf software which is generally available to the public through commercial outlets and provided further that Progestic shall be entitled to receive a licence to the Modifications (as defined in the System Licence Agreement) it has made to the System as originally licensed to it upon the terms and subject to the conditions outlined in the System Licence Agreement; and



	(w)	Other - from time to time, at its own expense, promptly provide such information and execute and deliver all further instruments and documents, and take all further actions as the Consortium may reasonably request.





ARTICLE 6

RETAINING OF PROGESTIC



Retainer



6.01	As of the Closing, the Consortium hereby retains Progestic to provide the Services to the Consortium and Progestic shall provide the Services to the Consortium in accordance with the terms and subject to the conditions of the Material Agreements.



Responsibility



6.02	Progestic shall have the sole obligation of providing the Services in accordance with the Material Agreements and shall be responsible for the manner in which the Services are provided, the method employed in doing the same and for all acts and things done in the performance of Progestic's obligations under the Material Agreements.



Required Assets and Personnel



6.03	Except for the System, which Progestic shall license from those Persons comprising SCNM pursuant to the System Licence Agreement and for SCNM personnel which Progestic may retain pursuant to the System Licence Agreement, all equipment, personnel, management, hardware and software and other materials and rights required to enable Progestic to fulfil its obligations under the Material Agreements shall be the responsibility of Progestic. 



Hardware and Software Changes



6.04	Progestic shall consult with the Consortium with respect to any proposed acquisition by it of products which it proposes to use to provide the Services including, without limitation, software, hardware, middleware and firmware in excess of those listed in Appendix 2 to the System Licence Agreement, together with Windows 98, VB 6.0 and MS Access 97, prior to such acquisition.  Progestic shall not acquire any such product which could, if used, materially alter the Services, the Service Levels or the functionality of the System without the consent of the Consortium.  Whenever Progestic proposes an acquisition of such a product, it shall prepare and deliver a written business case describing the product, the intended financial and technological impact of the product, an implementation timetable, the cost and responsibility therefor, the testing to be undertaken and such other information as the Consortium may reasonably request.  Such information shall be provided by Progestic’s management committee representative to the Consortium’s management committee representative.



Personnel Changes



6.05	Before replacing any of the Progestic employees occupying the positions of CFA Administrator, Manager, Clearing House Unit or Manager, Telecommunication Unit as identified in Schedule I (except in the case of a temporary replacement for a period not exceeding one (1) month resulting from sickness, death, holidays or an employee’s quitting Progestic’s employ without giving reasonable notice), Progestic will notify the Consortium of the proposed replacement, will introduce the new individual to appropriate Consortium representatives, and will provide the Consortium with a resume and any other relevant information about the new individual reasonably required by the Consortium.  If, after being notified thereof, the Consortium reasonably and in good faith objects to the proposed assignment within five (5) business days, then Progestic will not assign the new individual to that position and will propose to the Consortium the assignment of another individual of suitable ability and qualifications.  In the event that the Consortium reasonably and in good faith determines that the continued assignment by Progestic of any employee to the performance of the Services is adversely affecting the interests of the Consortium or the operation of one or more of the Central Funds, it will give Progestic written notice thereof, specifying the reasons therefor, and requesting that the employee be replaced.  Promptly after its receipt of such a request by the Consortium, Progestic will investigate the matters stated in the request and, unless Progestic determines in good faith  that the Consortium' s concerns are unreasonable and not well founded, Progestic will replace that employee with a person of suitable ability and qualifications.  Nothing in this provision shall be deemed to give the Consortium the right to require Progestic to terminate any employee's employment; it is intended to give the Consortium only the right to request that Progestic discontinue using an employee in the performance of Services.



Maintenance and Enhancements



6.06	Except as otherwise provided herein, maintenance of and minor enhancements to the System shall be provided by Progestic without additional Progestic charges.  For the purposes of this Agreement, “maintenance” means all maintenance contemplated for the System and all documentation forming part thereof and relating thereto; and “minor enhancements” means any modifications to the System required or agreed to by the Consortium that do not add new functionality or delete existing functionality and which maintenance and minor enhancements, in the aggregate, during each twelve (12) month period during the term of this Agreement (a “contract year”), require not more than twenty-five (25) person days of effort to implement.  For greater certainty, the twenty-five (25) person days referenced above is in addition to the seventy�five (75) person days per contract year of day to day technical support to be provided by Progestic, the costs of which are already included in the monthly Service fees listed in Schedule F.  Progestic shall not be required to perform any maintenance or minor enhancements in any given contract year in excess of the amount of person days specified above unless the Consortium agrees that Progestic may be reimbursed for associated costs.  System enhancements which are (i) not maintenance or minor enhancements; or (ii) upgrades or other modifications or additions to the System shall be made by Progestic provided that they shall only be made following agreement between the parties to this Agreement regarding the particulars thereof, and the provisions of Section 6.04 requiring a business case document shall apply, mutatis mutandis.





ARTICLE 7

TERM AND TRANSITION PERIOD



Term



7.01	Subject to earlier termination pursuant to the terms hereof, the term of this Agreement shall be from the effective date hereof until December 31, 2001 (or such earlier or later date as shall be determined by the CRTC to be the date upon which operation of the Central Funds shall terminate)  (the “Termination Date”); provided, however, that notwithstanding the foregoing, the term of this Agreement shall be extended (without the requirement of any further action on the part of any of the parties hereto) for the greater of (i) such period following the Termination Date as shall be necessary so as to allow Progestic to perform its obligations under the Central Fund Agreements in respect of the last Reporting Month and as may be agreed by the parties hereto, in respect of prior Reporting Months preceding the Termination Date in accordance with the provisions of the Central Fund Agreements; and (ii) the Termination Period. Termination of this Agreement shall not affect the liability of any party hereto to perform any obligation of such party hereunder which obligation relates to a period prior to termination of this Agreement.



Transition Period



7.02	Progestic shall commence implementation of the Transition Plan on the date hereof and shall complete such implementation as soon as possible, but, in any event, no later than March 19, 1999 (the “Transition Period”).  During the Transition Period, Progestic shall conduct all of the acceptance testing contemplated by the System Licence Agreement together with such other testing as Progestic may deem appropriate and as may be consented to by SCNM.  If the Consortium, (i) acting reasonably, determines that Progestic has not filled its obligations under the Transition Plan and, as a result thereof, will not be able to provide the Services and meet the Service Levels set out in Schedule B effective the Closing Date by the end of the Transition Period; or (ii) is advised, during the Transition Period by the CRTC that the appointment of Progestic has not been approved; then notwithstanding any other provision of this Agreement, the Consortium, by written notice to Progestic, may terminate this Agreement and exercise such remedies as may be available to it hereunder and at law.  Upon such termination, Progestic shall be entitled to (i) an amount equal to the product of $1,378 and the number of calendar days which have elapsed during the Transition Period prior to the date of termination; and (ii) its hardware and software costs expended to a maximum of $46,090 for hardware and $17,360 for software provided that it produces receipts in respect of such costs and provided that, upon receipt of payment, such assets shall be transferred to and become the property of the Consortium, free and clear of all encumbrances, provided that in the case of software, such software shall be transferred to the extent transferable and then subject to any applicable encumbrances.  Progestic shall cooperate fully with the Consortium with respect to the orderly termination which shall occur no later than fifteen (15) days following the expiration of the Transition Period. 





ARTICLE 8

PRICE AND PAYMENT



Price and Payment



8.01	Progestic shall be paid for the Services in accordance with the terms of Schedule F.



Taxes



8.02	The fees and charges described in Schedule F do not include provincial or federal sales or goods and services taxes, which shall be charged by Progestic, as required and paid in the manner contemplated by Schedule F.





ARTICLE 9

EVENTS OF DEFAULT



Events of Default



9.01	The occurrence of any one or more of the following events or circumstances (each an “Event of Default”) shall constitute a default by Progestic under this Agreement:



(a)	the commencement of proceedings for the dissolution, disestablishment, liquidation or winding-up of Progestic except as permitted hereunder; 



(b)	if Progestic shall



		(i)	apply for or consent to the appointment of, or the taking or possession by a receiver, custodian, trustee or liquidator of it or all or a substantial portion of its property, whether pursuant to the laws of Canada or any province or territory thereof;



		(ii)	make a general assignment for the benefit of creditors; or



		(iii)	commence a voluntary assignment or proposal under the Bankruptcy and Insolvency Act (Canada) or any similar legislation or statutory relief whether pursuant to the laws of Canada or any province or territory thereof;



(c)	if Progestic fails to observe or perform any term, covenant or agreement contained in any Material Agreement which, if capable of being remedied, is not remedied within fifteen (15) days of notice (or such lesser period of notice as may be specified in any Material Agreement) of such failure being given to Progestic provided that such failure to observe or perform is not caused by the Consortium or, subject to the provisions of Section 13.09(a), the CRTC;



(d)	if at any time a court of competent jurisdiction makes any judgment or order, or any law, ordinance, decree or regulation is enacted, the effect whereof is to render any Material Agreement, or any material provision thereof, invalid or unenforceable, and if immediately after the making or enactment of such judgment, order, law, ordinance, decree or regulation, Progestic fails to furnish or cause to be furnished to the Consortium or to the relevant parties thereto, as the case may be, replacement documents which are adequate in the opinion of the Consortium; and



	(e)	if any representation or warranty made by Progestic in any Material Agreement or in any document or certificate or other instrument furnished by Progestic in connection with any Material Agreement shall prove to have been incorrect in any material respect when made or deemed to be made provided that if the representations and warranties of Progestic made in Section 4.01(e) and (h) of this Agreement become incorrect, following the Closing Date and Progestic has provided to the Consortium reasonable disclosure relating thereto pursuant to Section 5.01(p), such incorrectness shall not constitute an Event of Default hereunder.



Remedies



9.02 	Upon the occurrence of an Event of Default and at any time thereafter, so long as an Event of Default shall then be continuing, the Consortium may exercise any remedy available in law and under this Agreement including, without limitation, the termination of this Agreement and if the occurrence occurs on or after the Closing Date the issuance of a demand for payment under the Letter of Credit. 



Performance of Progestic's Covenants



9.03	Subject to Section 12.02 it is expressly agreed by Progestic that if at any time, and as often as the same shall happen, there exists an Event of Default hereunder, then the Consortium may, without waiving or releasing Progestic from any of its obligations hereunder and without prejudice to any right or remedy of the Consortium, observe and perform any covenant in respect of which Progestic is in default and in that connection pay such monies as may be required or as the Consortium may reasonably deem expedient and any such monies paid out by the Consortium as aforesaid shall be repayable by Progestic to the Consortium on demand, with interest at a rate equal to one (1%) percent per month /twelve point six eight (12.68%) percent per annum compounded monthly.



Remedies Cumulative



9.04	Subject to Section 12.02 it is expressly agreed by Progestic that the rights and remedies of the Consortium under this Agreement and the other Material Agreements are cumulative and are in addition to, and not in substitution for, any rights or remedies provided by law; and any single or partial exercise by the Consortium of any right or remedy for a default or breach of any term of this Agreement shall not, and any failure to exercise or delay in exercising any such rights or remedies shall not, be or be deemed to be a waiver of or to alter, affect or prejudice any other right or remedy or other rights or remedies to which the Consortium may be lawfully entitled for the same default or breach.





ARTICLE 10

TERMINATION



Termination for Convenience 



10.01	Notwithstanding anything contained in this Agreement, the Consortium may at any time  following Closing terminate this Agreement for convenience upon providing ninety (90) days prior written notice to Progestic, provided that (i) such notice shall also contain a covenant by the Consortium to either cause the future obligations of Progestic under the System Licence Agreement to be assumed by it or a third party or exercise its rights to acquire the System pursuant to the System Licence Agreement on the effective date of termination and to terminate the System Licence Agreement; and (ii) Progestic shall be entitled to be paid an amount equal to the unamortized start-up costs reflected in the amortization schedule forming part of Schedule F hereto.



Termination for Default



10.02	Upon the occurrence of any Event of Default and at any time thereafter, so long as an Event of Default shall then be continuing, the Consortium shall have the right to immediately terminate this Agreement upon providing written notice of termination to Progestic.  Any termination under this Section 10.02 shall be effective on the date specified in the notice of termination.



Costs of Termination for Default



10.03	If this Agreement is terminated by the Consortium pursuant to Section 10.02, then notwithstanding any other provision in this Agreement, but subject to Section 12.02, Progestic shall be responsible for all reasonable costs incurred by the Consortium related to the implementation of the Termination Plan and the termination of this Agreement, in addition to all other remedies available to the Consortium, such payment to be made by Progestic within thirty (30) days of receipt by it of the relevant invoice.



Termination by CRTC



10.04	Notwithstanding anything contained in this Agreement, it is acknowledged and agreed that, subject to the provisions of Section 7.01, this Agreement shall terminate effective the date upon which the CRTC determines that the operation of the Central Funds shall terminate, without the requirement of advance notice as between the parties hereto.  In the event of such termination following Closing, (i) the licence fees payable during the remainder of the term of the System Licence Agreement shall, consistent with the terms thereof, accelerate and Progestic shall be entitled to recover the accelerated amount, with a portion of the accelerated amount to be recovered from each of the Central Funds upon a basis agreed to by the Consortium at that time and such accelerated amount shall be paid to SCNM upon receipt by Progestic; and (ii) Progestic shall be entitled to be paid an amount equal to the unamortized start-up costs reflected in the amortization schedule forming part of Schedule F hereto.



Payment for Services



10.05	In the event of any termination of this Agreement in accordance with the terms hereof, except for a termination pursuant to Section 7.02 hereof, Progestic shall be entitled to be paid out of the Central Funds referred to in the Central Fund Agreements all amounts owing to it hereunder in relation to the period prior to the effective date of termination, which amounts, other than those reflected in Schedule F, shall be substantiated with proof reasonably satisfactory to the Consortium and except as provided in this Article 10, Progestic shall not otherwise be entitled to compensation upon termination of this Agreement.



General Termination Provisions



10.06	Except as otherwise provided, if this Agreement is terminated or expires for any reason whatsoever then:



	(a)	the Termination Plan shall be implemented;



	(b)	Progestic shall be entitled to payment for Services rendered during the Termination Period in accordance with this Agreement unless otherwise mutually agreed upon by Progestic and the Consortium;



	(c)	Progestic and the Consortium shall cooperate in good faith to bring about a smooth and orderly transition according to the timelines and deadlines established by the Consortium, acting reasonably;



	(d)	the Consortium shall be responsible for managing the Termination Plan;



	(e)	Progestic and the Consortium shall utilize reasonable efforts to minimize the costs associated with the implementation of the Termination Plan; 



	(f)	Progestic shall comply with its covenants regarding the System, its components and the associated intellectual property; and



	(g)	each of Progestic and the Consortium shall be responsible for their own costs and expenses incurred as a result of the implementation of the Termination Plan and the termination or expiration of this Agreement.





ARTICLE 11

INSPECTION



Audit Rights



11.01	The Consortium shall have the right, upon twenty-four (24) hours notice and without disrupting Progestic's operations, to view the premises of Progestic in respect of  the provision of the Services including, without limitation, any alternate or temporary sites or backup or storage facilities.



The Consortium shall have the right, subject to Progestic's reasonable access security requirements, to make visits to such Progestic premises to review Progestic’s measures, procedures, practices and processes respecting all aspects of the Services and the Material Agreements, and if deficiencies are identified by the Consortium, additional measures, procedures, practices and processes as may be identified by the Consortium, acting reasonably, shall be implemented by Progestic. At the Consortium's reasonable request, reasonable assistance shall be provided by Progestic in identifying, tracking and eliminating any such deficiencies.



Records



11.02	Progestic shall keep, in accordance with Canadian generally accepted accounting principles, books, statements, accounts and records pertaining to the Material Agreements and the Services.  Progestic shall deliver to the Consortium the books, statements, accounts and records within forty-five (45) Business Days following the expiration or termination of this Agreement.



Access by Auditors



11.03	Subject to the provisions of the Central Fund Agreements, the Consortium shall have the right to appoint an auditor or auditors who shall be given, upon reasonable advance written notice to Progestic, access, subject to signing a reasonable and appropriate confidentiality agreement, to the books, statements, accounts and records of Progestic relating directly to the Central Funds and to all amounts charged or recovered by Progestic under this Agreement or the Central Fund Agreements.  Such access shall be for the purposes of determining compliance with the Material Agreements.



Operational Security Procedures



11.04	Progestic shall follow and shall ensure that its employees and its subcontractors, agents or other representatives, if any, follow reasonable operational security procedures relating to computer and network security.





ARTICLE 12

INDEMNIFICATION



General Indemnity



12.01	Progestic shall at all times defend, indemnify and hold harmless, both before the expiration or termination of all Material Agreements and thereafter, the Consortium together with its officers, directors, servants, agents, employees and their respective heirs, executors, successors and assigns and the Consortium’s shareholders and their officers, directors, servants, agents and employees, and their respective heirs, executors, successors and assigns (together the “Indemnified Parties”) from and against any allegations, claims, actions, proceedings, judgments and liabilities, losses, damages, costs and expenses, including reasonable legal fees and expenses (collectively “Claims”) incurred by or rendered against any or all of the Indemnified Parties by reason of any failure to perform or breach of any covenant or agreement on Progestic's part under any Material Agreement or any inaccuracy or incorrectness in or breach of any of Progestic's representations or warranties contained in any Material Agreement or in any certificate or other document furnished pursuant to any Material Agreement.  In addition to the foregoing, the aforesaid indemnity shall also apply to any Claim on account of damage to property and injuries, including death, to all persons, arising from any occurrence caused by any negligent act or omission or willful misconduct of, or breach of an obligation, law or regulation by Progestic related to the performance of any Material Agreement, including, without limitation, its functions as Permanent CFA under the Central Fund Agreements.  Progestic specifically acknowledges that the benefit of this indemnity extends to the shareholders from time to time of the Consortium and each of their respective officers, directors, employees, servants and agents, their heirs, executors, successors and assigns (the “Shareholder Indemnified Parties”) as provided above.  The Consortium shall be considered to hold the benefit of the indemnification provisions contained in this Section 12.01 as agent for each of the Shareholder Indemnified Parties. The provisions of this Section 12.01 shall survive the termination or expiration of the Material Agreements and continue for five (5) years thereafter.



Limitation of Liability



12.02	Notwithstanding any other provision of this Agreement, the liability of Progestic hereunder in respect of all Claims shall be limited as follows: (i) in the event of any Claim relating to an occurrence in respect of which Progestic maintains or is required to maintain insurance hereunder, the liability of Progestic regarding such Claim shall be limited to the amount(s) per occurrence of the required applicable insurance coverage(s) that are paid or would have been paid had the insurance been in place provided that if the amount of the Claim exceeds such amount(s) the liability of Progestic shall be limited to the amount(s) of the required insurance coverage(s), per occurrence plus an amount equal to the lesser of the Indemnified Party’s direct damages and the aggregate of the Service fee(s) paid or payable to Progestic hereunder to the extent that such direct damages have not already been recovered under the relevant insurance coverage(s); and (ii) in the event of any Claim relating to an occurrence in respect of which Progestic is not required to maintain insurance hereunder, the liability of Progestic in respect of such Claim shall be limited to an amount equal to the lesser of the Indemnified Party’s direct damages and the aggregate of the Service fee(s) paid or payable to Progestic hereunder.  The portion of any Claim against Progestic referred to in (i) above which is in excess of the required insurance coverage(s) is herein referred to as an “Uninsured Portion”.  Any Claim relating to occurrences in respect of which Progestic is not required to maintain insurance referred to in (ii) above is herein referred to as an “Uninsured Claim”.  Progestic shall not be liable to an Indemnified Party at law or in equity, for indirect, special, incidental, consequential or exemplary loss or damage of any kind and howsoever caused in respect of any Uninsured Portion or Uninsured Claim.



Disclaimer of Other Warranties



12.03	THE WARRANTIES IN THIS AGREEMENT ARE IN LIEU OF ALL OTHER WARRANTIES EXPRESS, IMPLIED, OR STATUTORY, INCLUDING, BUT NOT LIMITED TO, THE IMPLIED WARRANTIES OF MERCHANTABILITY, QUALITY, OR FITNESS FOR A PARTICULAR PURPOSE.





ARTICLE 13

GENERAL



Nature of Obligations under this Agreement



13.01	This Agreement does not constitute a partnership or joint venture between the parties to this Agreement or constitute one party an agent of the other party.



Notices



13.02	Any demand, notice or other communication to be made or given hereunder must be made or given in writing by personal delivery or by electronic means of communication addressed to the recipient as follows:



	If to the Consortium:   	

			c/o Johnston & Buchan

			Suite 1700

			275 Slater Street

			Ottawa, Ontario

			K1P 5H9

			Attention:	Stephen P. Whitehead

			Telephone:	(613) 236-3882

			Facsimile:	(613) 230-6423

			E-Mail:	whitehead@johnstonbuchan.com



	If to Progestic:

			Suite 400

			222 Queen Street

			Ottawa, Ontario

			K1P 5V9

			Attention:	Jean LaBelle

			Telephone:	(613) 230-7522

			Facsimile:	(613) 230-5739

			E-Mail:	jlabelle@progestic.com



or to such other address, individual or electronic communication number as any party may from time to time notify the others in accordance with this Section 13.02.  Any demand, notice or other communication made or given by personal delivery shall be conclusively deemed to have been made or given on the day of actual delivery thereof or, if made or given by electronic means of communication, on the day of transmittal thereof if made or given before 3:00 p.m. (local time in the time zone of the intended recipient) on a Business Day or on the first Business Day following the transmittal thereof if not made or given before 3:00 p.m. (local time in the time zone of the intended recipient) on a Business Day unless there are reasonable grounds for believing that the intended recipient of the demand, notice or other communication did not receive the demand, notice or other communication at that time or at all.



Governing Law



13.03	This Agreement shall be governed by and construed in accordance with the laws of the Province of Ontario and the laws of Canada applicable therein.



Resolution of Disputes



13.04	Should any dispute or disagreement of any kind arise at any time with respect to the interpretation or application of this Agreement the parties agree that good faith negotiations shall take place between them with the objective of resolving such dispute or disagreement.  If such good faith negotiations have not resolved the dispute or disagreement within a reasonable period of time, either party may refer the matter in dispute or the disagreement to the CRTC for resolution.  In the event such good faith negotiations shall resolve such dispute or disagreement to the satisfaction of the parties to the dispute or disagreement, the resolution of such dispute or disagreement shall be referred to the CRTC for approval.



The parties agree that good faith negotiations and recourse to the CRTC  shall all be without recourse to the Courts.  The decision of the CRTC on any matter in dispute or on any disagreement shall be final and binding, except that either party may appeal such decision to the Court on a question of law.



Benefit of the Agreement



13.05	This Agreement shall enure to the benefit of and be binding upon the parties hereto and their respective successors and assigns, provided however, that no party hereunder may assign all or any portion of its rights and obligations hereunder without the prior written consent of the other parties hereto, such consent not to be unreasonably withheld or delayed.



Confidentiality of Information



13.06	(a)	Each party agrees to hold in confidence all information regarding the other party’s customers, services, facilities, equipment, installations and current or future business plans, financial statements and strategies and that other party’s shareholders’ customers, services, facilities, equipment, installations and current or future business plans and strategies provided, directly or indirectly, to a party (the “Receiving Party”) by or through the other party (the “Disclosing Party”) pursuant to this Agreement (“Confidential Information”), except as expressly set out in this Agreement, and to use such information solely for the purpose of facilitating performance of this Agreement.  In all cases, information will be provided to the directors, officers, employees and agents of a Receiving Party on a need to know basis. It is acknowledged that the Auditor shall have access to Confidential Information, in the possession of a Receiving Party from time to time in performance of its duties as Auditor pursuant to Decision 97-8, as amended, and the Auditor, at the time of its appointment, shall acknowledge its obligation to be bound by confidentiality provisions substantially similar to those contained in this Section 13.06 with respect to such Confidential Information.  Progestic specifically acknowledges that the scope of this covenant extends to the Confidential Information of the shareholders from time to time of the Consortium as provided above.  The Consortium shall be considered to hold the benefit of the covenant contained in this Section 13.06 as agent for each of such shareholders. The provisions of this Section 13.06 shall survive the termination or expiration of the Material Agreements and continue thereafter indefinitely.



(b)	 Information provided by a Disclosing Party to a Receiving Party shall not be subject to the obligations specified in (a) above, where such information:



(i)	was already known to the Receiving Party free of any obligation to keep confidential;



(ii)	enters or entered the public domain by other than unauthorized disclosure;



(iii)	was subsequently lawfully obtained by the Receiving Party from a third  party not obligated to hold such information in confidence;



(iv)	is used, released or disclosed by the Receiving Party with the Disclosing Party's prior express written approval;



(v)	is required to be disclosed in a proceeding of or before any court or regulatory agency of competent jurisdiction (including the CRTC) provided that, in such instance such information shall be provided subject to a request that it be treated in confidence by such court or regulatory agency; or



(vi)	is independently developed by the Receiving Party.



(c)	Upon any termination or expiry of this Agreement, the Receiving Party shall:



	(i)	deliver, or at the Disclosing Party’s direction destroy, all of the Confidential Information, as well as any tangible media in the Receiving Party’s possession, power or control upon or within which any part of the Confidential Information, or any abstract thereof, is recorded or reproduced in any form;



	(ii)	destroy all reproductions of any part of the Confidential Information in the Receiving Party’s possession, power or control, which are present on magnetic media, optical disk, volatile memory or other storage device, in a manner that assures that the Confidential Information is rendered unrecoverable; and



	(iii)	provide a certificate of one of the Receiving Party’s officers stating that the requirements of this Section have been fully complied with.



Severability



13.07	Any provision of this Agreement which is prohibited or unenforceable in any jurisdiction shall not invalidate the remaining provisions hereof and any such prohibition or unenforceability in any jurisdiction shall not invalidate or render unenforceable such provision in any other jurisdiction.



Whole Agreement



13.08	This Agreement constitutes the whole and entire agreement between the parties hereto with respect to the subject matter hereof and cancels and supersedes any prior agreements, undertakings, declarations, commitments, representations, written or oral, in respect thereof.



Amendments and Waivers



13.09	(a)	Any provision of this Agreement may be amended only if the parties so agree in writing, provided, however, that if decisions, directions or orders of the CRTC shall necessitate a change in the manner of operation of this Agreement, the parties hereto agree that they shall negotiate in good faith as expeditiously as may be reasonably practicable in the circumstances to conclude such amendments to this Agreement as may reasonably be required to accommodate such decision, direction or order of the CRTC.  No amendment to the provisions of this Agreement, including the Schedules hereto, shall be effective unless and until it has been approved by the CRTC pursuant to Section 46.5 of the Telecommunications Act (Canada).



(b)	The failure of any party to insist upon performance by the other party of any of the terms, covenants and conditions of this Agreement in any one or more instances will not be construed as a waiver or relinquishment of any such terms, covenants or conditions, but the same will be and remain in full force and effect.



(c)	No waiver or consent, expressed or implied by a party to or of any breach or default by the other party of any or all of its obligations under this Agreement will:



(i)	be valid unless it is in writing and stated to be a consent or waiver pursuant to this Section 13.09;



(ii)	be relied upon as a consent or waiver to or of any other breach or default of the same or any other obligations;�



(iii)	constitute a general waiver under this Agreement; or



(iv)	eliminate or modify the need for a specific consent or waiver pursuant to this Section 13.09  in any other or subsequent instance.



Force Majeure



13.10	Timely performance by Progestic of its obligations hereunder will be excused to the extent that such non-performance is directly attributable to governmental orders, civil commotion, acts of God or other circumstances beyond the reasonable control of Progestic and could not have been prevented by reasonable precautions by Progestic, provided that the requirement to perform such obligations in a timely manner shall be reinstated upon termination or cessation of such event or circumstance.



Management Committee



13.11	A management committee shall be established to conduct periodic reviews of Service performance and to deal with any operational issues.  The management committee shall meet as frequently as may be convenient to the parties provided that one meeting shall be held each calendar quarter during the term.  This committee will consist of representatives from Progestic, on the one hand, and the Consortium on the other.  On or prior to the Closing Date, the parties shall agree on such representatives and the operating procedures to be used by the management committee.  The periodic reviews shall be held via telephone conference call unless the parties otherwise agree.



Publicity



13.12	It is agreed that no party hereto shall make public statements or issue publicity or media releases with regard to this Agreement, the contents of this Agreement or the relationship between the parties without the prior written approval of the other parties, such approval not to be unreasonably withheld or delayed.

�

Further Assurances



13.13	The parties shall with reasonable diligence hold all meetings, perform all acts, execute and deliver all documents and instruments, do all such things and provide all such further reasonable assurances as may be reasonably necessary or desirable to give effect to the provisions of this Agreement.



Set-Off



13.14	The Consortium shall have the right to satisfy or cause to be satisfied any amount owing to Progestic under any Material Agreement by way of set-off against any amount owing by Progestic to the Consortium or any other Person under any Material Agreement.

�

Survival



13.15	The terms of this Agreement that are stated to or which, by their nature, extend beyond the term of this Agreement or any renewal thereof shall survive any termination or expiration of this Agreement or any renewal thereof and continue in full force and effect as provided for herein.



	IN WITNESS WHEREOF the parties have executed this Agreement as of the date first written above.



						CANADIAN PORTABLE

						CONTRIBUTION CONSORTIUM INC.





						By:						

						Name:

						Title:



						By:						

						Name:

						Title:





						PROGESTIC INTERNATIONAL INC.





						By:						

						Name:

						Title:





						By:						

						Name:

						Title:

�SCHEDULE A



FORM OF ASSIGNMENT AND ASSUMPTION OF CENTRAL FUND AGREEMENT



	This Assignment and Assumption Agreement dated as of (, 1998 is made between  	[name of relevant ILEC]                   (the “Assignor”) and PROGESTIC INTERNATIONAL INC. (the “Assignee”).





WHEREAS:



A.	The Assignor, [other parties, if relevant] and CANADIAN PORTABLE CONTRIBUTION CONSORTIUM INC. (the “Consortium”) entered into a central fund administration agreement dated as of December 31, 1997, as amended by a First Amending Agreement dated as of July 7, 1998/July 1, 1998 (such agreement as the same may be amended and/or supplemented from time to time being hereinafter called the “CFA Agreement”) providing for the establishment of a Central Fund in the operating territory of the Assignor pursuant to the direction of the Canadian Radio-television and Telecommunications Commission (“CRTC”); and 



B.	Pursuant to a decision of the CRTC, the Assignor was appointed Interim CFA (as defined in the CFA Agreement) pending appointment by the Consortium of a permanent third party administrator of the Central Fund established under the CFA Agreement; and



C.	Pursuant to an Agreement Relating to Performance of the Functions of Central Funds Administrator dated as of (, 1998 (the “Services Agreement”) between the Consortium and the Assignee, the Assignee has been appointed by the Consortium to become the Permanent CFA (as defined in the CFA Agreement) under the CFA Agreement as well as under similar central fund administration agreements entered into pursuant to decisions of the CRTC; and



D.	The parties wish to enter into this agreement to evidence the assignment by the Assignor to the Assignee, pursuant to the provisions of Section 11.02(a) of the CFA Agreement, of all of the Assignor’s rights and obligations as Interim CFA under or pursuant to the CFA Agreement; and 

  

E.	All capitalized terms not otherwise defined herein are used herein as defined in the CFA Agreement.



	The parties therefore agree as follows:



1.	Subject to the terms and conditions set forth herein and in consideration of the receipt by the Assignor from the Assignee of the sum of $10.00 and other good and valuable consideration, the receipt and adequacy of which is hereby acknowledged, the Assignor does hereby assign and transfer to the Assignee, effective as of the Closing Date under the Services Agreement, all rights and obligations of the Assignor as Interim CFA under the CFA Agreement. The Assignee confirms its assumption hereunder, effective as of the Closing Date under the Services Agreement, of such rights and obligations.  Notwithstanding the foregoing, it is understood and agreed that the Assignor shall remain liable to the parties to the CFA Agreement for any acts or omissions of the Interim CFA (or of Stentor Canadian Network Management as agent of the Assignor in performing the functions of Interim CFA) under the CFA Agreement prior to the effective date of the assignment and assumption effected by this Agreement.



2.	Each of the Assignor and the Assignee represent and warrant to the other that (i) it has full power and legal right to execute and deliver this Agreement and to perform the provisions of this Agreement; (ii) the execution, delivery and performance of this Agreement have been authorized by all necessary corporate action and do not violate any provisions of its charter or bylaws or any contractual obligation or requirement of law binding on it; and (iii) this Agreement constitutes its legal, valid and binding obligations, enforceable against it in accordance with its respective terms.  



3.	By executing this Agreement, the Consortium [other parties to CFA Agreement] acknowledges receipt of notice of the assignment and assumption effected by this Agreement and consents thereto.



4.	The Assignor agrees to assist the Assignee in all reasonable ways during the transition period from the Interim Period to the Term Period in accordance with the provisions of Section 11.02(a) of the CFA Agreement.



5.	In accordance with Schedule G to the CFA Agreement, payments referred to in Schedule G to the CFA Agreement owed to the Assignor for services provided as Interim CFA under the CFA Agreement prior to the effective date of the assignment and assumption effected by this Agreement, including amounts owed to the Assignor according to the schedule in section 4.0 of Schedule G to the CFA Agreement but which have not been billed as at such effective date due to the scheduled lag between services being provided and billed, shall be billed by the Assignee for the account of the Assignor and upon receipt of such amounts by the Assignee, the rateable portion of such amounts due to the Assignor shall promptly be remitted by the Assignee to the Assignor.  



6	This Agreement shall be governed by, and construed in accordance with the laws of the Province of Ontario and the laws of Canada applicable therein.



In Witness Whereof this Agreement has been duly executed and delivered by the parties as of the date first above written.



Assignor:					[Relevant ILEC]





					By: 					



					Title:

  

					By: 					



					Title:





					Other Parties (if relevant)

				

 			

					By: 					



					Title:  



					By: 					



					Title:

Assignee:

					PROGESTIC INTERNATIONAL INC.





					By: 					



					Title:



					By: 					



					Title:

The Consortium:

					CANADIAN PORTABLE CONTRIBUTION

					CONSORTIUM INC.

					



					By: 					



					Title:



					By: 					



					Title:





�SCHEDULE B



SERVICES AND SERVICE LEVELS



(A)	Progestic shall fully and completely perform its duties and obligations (i) as Permanent CFA under or pursuant to each of the Central Fund Agreements; (ii) as service provider under this Agreement; and (iii) as a party to the System Licence Agreement (collectively the “Services”).



	Without limiting the generality of the foregoing, examples of the Services Progestic shall provide shall include:



Receiving information from LECs sufficient to distribute contribution according to the formula established by the CRTC;

Verifying information previously submitted and payments previously made as per the agreed upon schedule;

Validating inputs; 

Incorporating “reasonableness” or “sanity checks” sufficient to ensure the integrity of reported inputs and identification of significant variations which may warrant further investigation;

Calculating the amount of subsidy each LEC is entitled to receive or retain (based on information received from each LEC or based on an estimate);

Issuing a Payment and Receipt Advice to each LEC as per the agreed upon  schedule ;

Calculating the impact of adjustments, late payments and revisions on the amount of the subsidy each LEC is entitled to receive or retain;

Calculating collecting and distributing late payment charges; 

In case of default by a LEC, readjusting current subsidy calculations, re-issuing corrected Payment and Receipt Advice and addressing adjustments caused by late payments; 

In case of default by a LEC, ensuring receipt of a Letter of Credit (or other security) from the defaulting LEC and that the Letter of Credit is maintained in the amount, form and for the period set by the Consortium;

Performing banking operations that are required with respect to the collection of contribution and distribution of subsidies.



Other duties to ensure the integrity of the Portable Contribution Mechanism 



Maintaining processes for filing of information by LECs with the CFA;

Presenting any changes to the format of monthly information provided to the CFA by LECs and to the LECs by the CFA to the Consortium for approval;

Presenting any changes to the types of information required to be recorded and held by the LECs for the purposes of verification of the information filed monthly to the Consortium for approval;

Responding to general inquiries and seeking clarification from LECs regarding information filed by them;

Engaging the Consortium Auditor to undertake audits of LECs as required; 

Filing Quarterly Reports with the Commission;

Preparing annual reports for the Consortium;

Preparing, presenting and receiving approval for a budget from the Consortium;

Establishing and maintaining an archive for all data used in the performance of the CFA function;

Undertaking a quarterly LEC satisfaction survey;

Managing the dispute resolution mechanisms referenced in the Central Fund Agreements;

Responding and acting on the recommendations made by the Consortium Auditor;

Managing the LEC Accession Process.



 (B)	The Services shall be provided in accordance with the following service levels (the “Service Levels”):



	(i)	Progestic shall make available personnel capable of providing assistance regarding the System and LEC access thereto to support LECs and the Consortium on all Business Days during the hours of 9:00 a.m. to 5:00 p.m., Winnipeg, Manitoba time;



	(ii)	Progestic shall meet all output deadlines and due dates contemplated by the Material Agreements provided that if during the first two (2) months following the Closing Date Progestic fails to meet any such output deadline or due date and such failure does not continue for a period greater than five (5) Business Days following the date of the applicable deadline or due date, then notwithstanding the relevant provisions of the Material Agreements, Progestic shall be deemed to have met the Service Level stated immediately above;



	(iii)	Progestic shall ensure that no material errors in any calculation or distribution under any Material Agreement are caused by its actions and ensure that all errors are corrected within a reasonable period of time;



	(iv)	Progestic shall conduct a satisfaction survey of participating LECs each calendar quarter and report the results to the Consortium; and



	(v)	Progestic shall ensure that the Services include (i) bilingual (French/English) input screens (i.e., at LEC end); (ii) bilingual (French/English) instructional materials (including training/presentations); and (iii) dealing verbally in the language (i.e., French/English) of the LEC’s choice.



�SCHEDULE C



FORM OF SYSTEM LICENCE AGREEMENT



THIS AGREEMENT is made effective as of December 29, 1998 (the “Effective Date”)



AMONG:	CANADIAN PORTABLE CONTRIBUTION CONSORTIUM INC., a corporation incorporated under the laws of Canada



		(herein called the “Consortium”)



AND:	BC TEL, BELL CANADA, MARITIME TEL & TEL LIMITED, MTS COMMUNICATIONS INC., NEWTEL COMMUNICATIONS INC., SASKATCHEWAN TELECOMMUNICATIONS, ISLAND TELECOM INC., NB TEL INC., TELUS COMMUNICATIONS INC. (which companies by agreement collectively comprise Stentor Canadian Network Management, an unincorporated association of these companies, hereinafter referred to as the “Stentor Companies” or “SCNM”, as more particularly described in Appendix 5 attached hereto)



AND:	PROGESTIC INTERNATIONAL INC., a corporation incorporated under the laws of Canada



		(herein called “Progestic”).



WHEREAS the Consortium and Progestic have entered into an Agreement Relating to Performance of the Functions of Central Funds Administrator effective December 29, 1998 (the “Services Agreement”) whereby the Consortium has retained Progestic to provide certain services relating to the operation of the Central Funds (as defined in the Services Agreement); and



WHEREAS, in order to perform such services, Progestic must take over operation of the Central Funds Administration System (as defined in Section 1.1) from SCNM; and



WHEREAS SCNM is willing to licence the Central Funds Administration System (as defined in Section 1.1) to Progestic in accordance with the terms and conditions set out herein; and



WHEREAS SCNM is willing to grant to the Consortium an option to purchase the Central Funds Administration System (as defined in Section 1.1) in accordance with the terms and conditions set out herein; and



WHEREAS, in order to address a recent CRTC decision pertaining to the international contribution calculation from a per circuit to a per minute calculation, Progestic will need to undertake an enhancement project during the Transition Period which will require SCNM and Progestic to work on CFAS at the same time and exercise due care in informing the other of changes made to CFAS.



NOW THEREFORE in consideration of the mutual covenants contained herein and other good and valuable consideration (the receipt and sufficiency of which are hereby acknowledged), the parties agree as follows:



1.	DEFINITIONS AND INTERPRETATION



1.1	Definitions.  In addition to the terms defined elsewhere in this Agreement, including above, the terms listed below shall have the following meanings:



“Acceptance” means the occurrence of the conditions set forth in Section 4.5 hereof;



“Acceptance Testing” means the testing of the CFAS to be conducted by Progestic at the Installation Site in accordance with the provisions of Section 4.4;



“Agreement” means this System Licence Agreement and all attached Appendices, as amended from time to time in accordance with the provisions herein;



“Amortization Table” means the payment amortization table for the CFAS attached as Appendix 4 hereto;



“Business Day” means any day other than a Saturday, Sunday or statutory holiday observed in the Province of Manitoba;



“Central Fund Agreements” has the meaning ascribed thereto in the Services Agreement;



“Central Funds Administration System” or “CFAS” means the software, as it exists as of the Freeze Date, consisting of the application programs and database structures listed in Appendix 1 hereto and all related source and object code, also described by SCNM as the “basic system”;



“Certificate of Acceptance” means a written certificate, delivered to SCNM and signed by an authorized representative of Progestic, stating that, following the completion of Acceptance Testing, the CFAS, as installed at the Installation Site, conforms in all material respects with all of the CFAS Specifications and Documentation;



“CFAS Specifications” means the functional specifications relating to the design, operation and performance of the CFAS as set forth in Appendix 3 hereto;



“Closing” has the meaning ascribed thereto in the Services Agreement;



“CRTC” means the Canadian Radio-television and Telecommunications Commission (the “CRTC”);



“Data” means all of the information and records that have been collected, processed, or compiled by SCNM in its role as interim administrator of the Central Funds for use in the CFAS and that are required for the provision of the Services by Progestic under the Services Agreement;



“Documentation” means all user manuals, application support manuals, operations manuals and other documents and materials, including all electronic copies thereof in existence as at the date hereof, relating to the operation of the CFAS;



“Error” means any failure of the CFAS to conform in any material respect with the CFAS Specifications and Documentation;



“Freeze Date” means January 25, 1999 or such other date as the parties hereto may agree upon;



“Hardware” means the computer hardware listed in Appendix 2 attached hereto and to be provided by Progestic, on which the CFAS will be installed, operated and maintained;



“Initial Certificate of Completion” means a written certificate, delivered to Progestic and signed by an authorized representative of SCNM, stating that the CFAS conforms in all material respects with all of the CFAS Specifications and Documentation;



“Installation Date” means January 28, 1999, or such other date as may be agreed to by the parties;



“Installation Site” means Progestic’s premises located at 401 Provencher Boulevard, Winnipeg, Manitoba and at Suite 400, 222 Queen Street, Ottawa, Ontario;



“Material Agreements” has the meaning ascribed thereto in the Services Agreement;



“Option to Purchase” means the Consortium’s option to purchase SCNM’s right, title and interest in the CFAS pursuant to Section 8 hereof;



“Process Documentation” means the documentation of SCNM, in hard copy, relating to LEC accession, quarterly reports, development of international allocation, officer attestation, banking, input verification, LEC training, application of LPC and year end activities;



“Replacement Certificate of Completion” means a written certificate, delivered to Progestic and signed by an authorized representative of SCNM, stating the CFAS, as installed at the Installation Site, conforms in all material respects with all of the CFAS Specifications and Documentation and that all Errors identified during Acceptance Testing have been corrected as required under this Agreement;



“Services” has the meaning ascribed thereto in the Services Agreement;



“Term” means the term of this Agreement as set out in Section 11.1 hereof;



“Termination Period” has the meaning ascribed thereto in the Services Agreement;



“Third Party Software” means the third party computer software listed in Appendix 2 attached hereto and to be provided by Progestic, which is required to install, operate and maintain the CFAS; and



“Transition Plan” has the meaning ascribed thereto in the Services Agreement.



1.2	Currency.  All references to currency herein are to the lawful money of Canada.



1.3	Appendices.  The following are the Appendices annexed hereto and incorporated by reference and deemed to be part hereof:



Appendix 1 - Description of the CFAS

	Appendix 2 - Third Party Software and Hardware

Appendix 3 - CFAS Specifications

Appendix 4 - Amortization Table

Appendix 5 - Stentor Companies

Appendix 6 - Acceptance Testing Strategy



2.	LICENSE OF CFAS



2.1	Programs and Documentation Licence.  During the Term of this Agreement, SCNM grants to Progestic a world�wide, non-exclusive licence to:



(a)	install, execute and use the CFAS for the purpose of performing the Services for the Consortium;



(b)	reproduce and use the Documentation for the purpose of supporting Progestic’s use of the CFAS as described in 2.1(a) above; and



(c)	make a reasonable number of additional copies of the CFAS for archival, emergency back-up and disaster recovery purposes.



2.2	Licence Restrictions.  The license granted in Section 2.1 hereof is subject to the following restrictions:



(a)	Progestic may not use, copy, modify, sublicense or distribute the CFAS or the Documentation, or any parts thereof, except as expressly provided in this Agreement; and



(b)	With regard to any permitted copies of the CFAS and the Documentation, Progestic shall ensure that each copy contains all titles, trade-marks, copyright and restricted rights notices as the originals.



2.3	Third Party Software Licenses.  Progestic shall be responsible for obtaining and paying for any necessary licenses to use any Third Party Software.



3.	OWNERSHIP OF CFAS AND DOCUMENTATION



3.1	Reservation of Rights.  SCNM reserves all rights in the CFAS not expressly granted to Progestic or the Consortium under this Agreement.  Without limiting the generality of the foregoing, Progestic and the Consortium acknowledge and agree that the CFAS and the Documentation are, and shall remain, the property of SCNM, subject only to the rights expressly granted herein.  SCNM shall retain the right to license the CFAS to other third parties except for the purposes of the Services Agreement during its term.   



3.2	Ownership of Modifications.  The Consortium shall own all rights, title and interest, including all intellectual property rights, in and to all customizations, enhancements, modifications, improvements, derivations, or other changes made to the CFAS or the Documentation.  If the Consortium suggests any new features or functionality that Progestic subsequently incorporates into the CFAS, such new features or functionality shall be the sole and exclusive property of the Consortium (all of the foregoing are collectively referred to as the “Modifications”) provided that the Consortium hereby grants to Progestic, a world-wide, non-exclusive, irrevocable, perpetual, royalty-free licence, to use, execute, reproduce, modify and distribute the Modifications and to authorize others to do some or all of the foregoing.



4.	DELIVERY, INSTALLATION AND TESTING OF THE CFAS TRANSITION PLAN



4.1	Delivery of the CFAS and Process Documentation.  SCNM shall deliver the CFAS together with an Initial Certificate of Completion and the Process Documentation to Progestic at the Installation Site in Ottawa, Ontario by the Installation Date.



4.2	Hardware and Site Preparation.  Progestic shall be responsible for providing the Hardware and the Third Party Software required for the installation, operation and maintenance of the CFAS. Prior to delivery and installation of the CFAS, Progestic shall: (i) ensure that the Hardware and the Third Party Software required for the operation of the CFAS have been installed at the Installation Site and are complete and operable; and (ii) prepare the Installation Site in an appropriate manner for the CFAS and ensure that it provides a suitable operating environment for the CFAS. 



4.3	Installation Assistance.  Assuming delivery pursuant to Section 4.1, Progestic shall install the CFAS on the Hardware at the Installation Site on the Installation Date.  Consistent with and subject to SCNM’s obligations under the Central Fund Agreements, SCNM shall provide Progestic with reasonable assistance in the installation of the CFAS and the Third Party Software on the Hardware at the Installation Site.



4.4	Acceptance Testing.  Progestic shall, during the Transition Period, test the CFAS for conformity with all of  the CFAS Specifications and Documentation in accordance with the Acceptance Testing Strategy attached as Appendix 6.  If such Acceptance Testing does not reveal the presence of any Errors in the CFAS, Progestic will provide SCNM with a Certificate of Acceptance.  If such Acceptance Testing does reveal the presence of any Errors in the CFAS, Progestic shall notify SCNM of such Errors and SCNM shall take all reasonable efforts to correct such Errors within five (5) Business Days of receiving notice thereof.  Upon correction of the Errors in the CFAS, SCNM shall test the CFAS by inputting actual data from a representative data month into the CFAS, and then operating the CFAS and comparing the output produced by the CFAS to the output produced by the CFAS during the original data month.  Upon being satisfied that all identified Errors have been corrected and that the CFAS conforms in all material respects with the CFAS Specifications and Documentation, SCNM shall provide Progestic with a Replacement Certificate of Completion.  Upon receipt of a Replacement Certificate of Completion, Progestic shall have an additional five (5) Business Days to conduct further Acceptance Testing and the correction procedures set forth in this Section shall be repeated, if required.  If an Error is outstanding after delivery by SCNM to Progestic of at least two (2) Replacement Certificates of Completion, unless the parties hereto otherwise agree, the Consortium shall terminate this Agreement provided that it shall also at the same time terminate the Services Agreement pursuant to the provisions of Section 7.02 thereof.



4.5	Acceptance.  Progestic shall be deemed to have accepted the CFAS upon the earlier of: (i) Progestic’s delivery to SCNM of a Certificate of Acceptance; or (ii) Progestic’s failure to give SCNM written notice of any Error in the CFAS by the later of  twenty (20) Business Days after the installation of the CFAS at the Installation Site, or five (5) Business Days after the receipt by Progestic of a Replacement Certificate of Completion from SCNM.



4.6	Transition Plan.  Consistent with SCNM’s obligations under the Central Fund Agreements, SCNM covenants and agrees to perform the duties and obligations assigned to it under the Transition Plan.



5.	DELIVERY AND PROTECTION OF THE DATA



5.1	Provision of the Data.  SCNM shall provide the Data to Progestic upon delivery of the CFAS.  



5.2	Handling of the Data Following Delivery.  All Data shall be and shall remain the confidential information of the local exchange carrier to which it relates.  Each of Progestic and SCNM agrees to hold all Data in confidence and to use at least the same degree of care, but no less than reasonable care, to prevent unauthorized disclosure of such Data that it uses to protect its own confidential information of like nature.  Progestic and SCNM agree to use such Data solely for the purpose of facilitating the performance of the Services by Progestic.  Progestic and SCNM agree not to disclose or divulge any such Data to anyone except their directors, officers, employees, representatives and other contractors who have a need to know same, provided that they obtain from each such director, officer, employee, representative and contractor their agreement to keep same confidential on terms and conditions at least equivalent to those herein. 

 

5.3	Retention of the Data by SCNM.  Following Acceptance of the CFAS by Progestic, SCNM shall retain, on Progestic’s behalf, the Data for a period of ninety (90) days following Closing (the “Retention Period”) solely for audit, disaster recovery and backup purposes.  SCNM shall exercise reasonable care for the protection of the Data and shall maintain reasonable integrity safeguards against the deletion or alteration of such Data.  Unless Progestic and the Consortium jointly request a longer retention period for such Data, upon expiry of the Retention Period SCNM shall: (i) deliver to Progestic, or upon Progestic’s and the Consortium’s joint direction destroy, all of the Data, as well as any tangible media in its possession, power or control upon or within which any part of the Data, or any abstract thereof, is recorded or reproduced in any form; (ii) destroy all reproductions of any part of the Data in its possession, power or control, which are present on magnetic media, optical disk, volatile memory or other storage device, in a manner that assures that the Data is rendered unrecoverable; and (iii) provide a certificate from one of SCNM’s managers stating that the requirements of this Section have been fully complied with.     



6.	SUPPORT, TRAINING AND DOCUMENTATION



6.1	Support.  SCNM shall provide to Progestic those support and maintenance services which are required by the Central Fund Agreements and Transition Plan.  SCNM shall have no obligation to provide other support or maintenance services to Progestic in respect of the CFAS during the Term.  Upon Progestic’s request, SCNM may choose to provide such other maintenance and support services for the CFAS on such terms and conditions to be agreed between SCNM and Progestic.



6.2	Training. SCNM shall provide to Progestic those training services which are required by the Central Fund Agreements and the Transition Plan.  SCNM shall have no obligation to provide other training services to Progestic for the CFAS during the Term.  Upon Progestic’s request, SCNM may choose to provide such other training services for the CFAS on such terms and conditions to be agreed between SCNM and Progestic.



6.3	Documentation.  On or before the Installation Date, SCNM shall provide Progestic, at no additional charge, with copies, including electronic copies, of all Documentation and other materials relating to the CFAS, including, without limitation, all drawings, diagrams, specifications, user manuals and other materials reasonably required by Progestic to operate, use, maintain and repair the CFAS. 



7.	 FEES AND TERMS OF PAYMENT



7.1	Licence Fee.  In consideration of the licenses granted herein, Progestic shall be required to pay SCNM a total fee of One Hundred Thousand Dollars ($100,000.00) together with interest at a rate of ten percent (10%) per annum, which shall be amortized in accordance with the Amortization Table.  In satisfaction of this fee, Progestic shall pay to SCNM thirty-three (33) monthly instalments of $3,438.00. The monthly instalments shall be paid to SCNM in regular instalments at such time as Progestic is entitled to recover such amount pursuant to Schedule F of the Services Agreement commencing upon the Closing Date provided that if the Services Agreement is terminated by the actions of the CRTC as contemplated by Section 10.04 of the Services Agreement, all remaining monthly instalments listed in the Amortization Table shall immediately become due and payable to SCNM provided further that Progestic shall be entitled to recover the accelerated amount from the Central Funds in the manner contemplated by Section 10.04 of the Services Agreement.



7.2	Taxes.  Progestic shall pay all taxes and duties, whether presently in force or that come into force in the future, related to this Agreement or any payments made hereunder, except for those based on SCNM’s income. 



8.	OPTION TO PURCHASE THE CFAS



8.1	Option to Purchase.  The Consortium may purchase the CFAS at any time during the Term. If the Consortium elects to purchase the CFAS, the Consortium shall so notify SCNM and Progestic in writing before the end of the Term.  The purchase price for the CFAS shall reflect a credit for the monthly instalments paid hereunder by Progestic and shall be $1.00 plus the aggregate amount of licence fees outstanding at the time the Option to Purchase is exercised, determined by reference to the Amortization Table attached hereto.  The Consortium shall pay the purchase price to SCNM at the time that the Consortium elects to exercise the Option to Purchase.  Upon exercise of the Option to Purchase and the assignment of rights in the CFAS and the delivery of the CFAS in accordance with Sections 8.2 and 8.3 hereof, this Agreement shall terminate without further notice provided that, if the Consortium elects not to terminate the Services Agreement as of such time, and Progestic continues to provide the Services, the Consortium shall provide to Progestic license rights in the CFAS to permit Progestic to provide the Services, on terms and subject to conditions similar in all material respects to the terms of this Agreement including the rights to Modifications set forth in Section 3.2.



8.2	Assignment of Rights.  Upon exercise of the Option to Purchase and payment of the purchase price by the Consortium as set forth in Section 8.1 above, SCNM shall, subject to the reservation of licence under Section 8.3 below, sell, assign and transfer to the Consortium all of its right, title and interest in and to the CFAS and Documentation, including any copyrights, patents, trade secrets or other intellectual property rights therein.  Subject to the reservation of licence under Section 8.3 below, SCNM shall expressly disclaim any and all other interests that it may have in the CFAS and the Documentation and shall disclaim and waive any and all moral rights that it may have therein.



8.3	Reservation of Licence.  Notwithstanding any assignment of rights under Section 8.2 above, SCNM shall reserve and retain, and the Consortium shall grant to SCNM, a world-wide, non-exclusive, irrevocable, perpetual, royalty-free licence, to use,  execute, reproduce, modify and distribute the CFAS (excluding the Data), and to authorize others to do some or all of the foregoing.  The foregoing licence shall not extend to any customizations, enhancements, modifications, improvements, derivations of or other changes made to the CFAS or the Documentation by the Consortium or Progestic, and SCNM shall have no rights with respect to any of the foregoing.



8.4	Delivery of the CFAS.  Upon exercise of the Option to Purchase and payment of the purchase price by the Consortium as set forth in Section 8.1 above, SCNM shall deliver the CFAS, the Documentation and all related materials to the Consortium.  SCNM shall have the right to retain copies of the CFAS and Documentation for the purpose of exploiting the licence reserved under Section 8.3 above.



9.	CONFIDENTIALITY



	9.1	Use of Confidential Information.  Each party agrees to hold in confidence all information regarding the other party’s customers, services, facilities, equipment, installations and current or future business plans, financial statements and strategies and the other party’s shareholders’ customers, services, facilities, equipment, installations and current or future business plans, financial statements and strategies provided, directly or indirectly, to a party (the “Receiving Party”) by or through one of the other parties (the “Disclosing Party”) pursuant to this Agreement (“Confidential Information”), except as expressly set out in this Agreement, and to use such Confidential Information solely for the purpose of facilitating performance of this Agreement.  In all cases, Confidential Information will only be provided to the directors, officers, employees and agents of a Receiving Party on a need to know basis.  The Consortium shall be considered to hold the benefit of the covenant contained in this Section 9.1 as agent for each of such shareholders. The provisions of this Section 9.1 shall survive the termination or expiration of this Agreement and continue thereafter indefinitely.



9.2	Exceptions.  Information provided by a Disclosing Party to a Receiving Party shall not be subject to the obligations specified in Section 9.1 above, where such information:



(a)	was already known to the Receiving Party free of any obligation to keep confidential;



(b)	enters or entered the public domain by other than unauthorized disclosure;



(c)	was subsequently lawfully obtained by the Receiving Party from a third  party not obligated to hold such information in confidence;



(d)	is used, released or disclosed by the Receiving Party with the Disclosing Party’s prior express written approval;



(e)	is required to be disclosed in a proceeding of or before any court or regulatory agency of competent jurisdiction provided that, in such instance, such information shall be provided subject to a request that it be treated in confidence by such court or regulatory agency; or



(f)	is independently developed by the Receiving Party.



9.3	Effect of Termination.  Upon any termination or expiry of this Agreement, the Receiving Party shall:



	(a)	deliver to the Disclosing Party, or at the Disclosing Party’s direction destroy, all of the Confidential Information, as well as any tangible media in the Receiving Party’s possession, power or control upon or within which any part of the Confidential Information, or any abstract thereof, is recorded or reproduced in any form;



	(b)	destroy all reproductions of any part of the Confidential Information in the Receiving Party’s possession, power or control, which are present on magnetic media, optical disk, volatile memory or other storage device, in a manner that assures that the Confidential Information is rendered unrecoverable; and



	(c)	provide a certificate of one of the Receiving Party’s officers stating that the requirements of this Section have been fully complied with.



10.	SCNM INDEMNIFICATION



10.1	Indemnity.  SCNM shall at all times defend, indemnify and hold harmless, both before the expiration or termination of this Agreement and thereafter, the Consortium and Progestic together with their officers, directors, servants, agents and employees, and their respective heirs, executors, successors and assigns (together the “Indemnified Parties”) from and against any allegations, claims, actions, proceedings, judgments and liabilities, losses, damages, costs and expenses, including reasonable legal fees and expenses (collectively “Claims”) incurred by or rendered against any or all of the Indemnified Parties by reason of any failure to perform any covenant or agreement on SCNM’s part under this Agreement or in any certificate or other document furnished pursuant to this Agreement.  In addition to the foregoing, the aforesaid indemnity shall also apply to any Claim on account of damage to property and injuries, including death, to all persons, arising from any occurrence caused by any negligent act or omission or willful misconduct of, or breach of an obligation, law or regulation by SCNM related to the performance of this Agreement.



10.2	Survival.  The provisions of Section 10.1 above shall survive the termination and expiration of this Agreement and shall continue thereafter indefinitely.



11.	TERM AND TERMINATION



	11.1	Term.  Subject to earlier termination pursuant to the terms hereof, the term of this Agreement shall be from the Effective Date hereof until December 31, 2001 (or such earlier or later date as shall be determined by the CRTC to be the date upon which operation of the Central Fund shall terminate)  (the “Termination Date”); provided, however, that notwithstanding the foregoing, the term of this Agreement shall be extended (without the requirement of any further action on the part of any of the parties hereto) for the greater of: (i) such period following the Termination Date as shall be necessary so as to allow Progestic to perform its obligations under the Central Fund Agreements in respect of the last reporting month and as may be agreed by the parties hereto, in respect of prior reporting months preceding the Termination Date in accordance with the provisions of the Central Fund Agreements; and (ii) the Termination Period (the “Term”). Termination of this Agreement shall not affect the liability of any party hereto to perform any obligation of such party hereunder which obligation relates to a period prior to termination of this Agreement.



11.2	Further Assurances.  Upon termination of this Agreement as a result of the termination or expiry of the Services Agreement, Progestic shall, upon the Consortium’s request, assign all of its rights and obligations under this Agreement, including any licenses granted to Progestic herein (except pursuant to Section 3.2), to the party specified by the Consortium and SCNM shall consent to such assignment.  SCNM and Progestic agree, upon the Consortium’s request, to execute and deliver an assignment agreement as may be reasonably necessary or desirable to give effect to such an assignment by Progestic of its rights and obligations hereunder.



11.3	Termination for Convenience.  Notwithstanding anything contained in this Agreement, the Consortium may at any time terminate this Agreement for convenience upon providing ninety (90) days prior written notice to SCNM and Progestic provided that the Consortium shall concurrently give notice of termination for convenience as provided in Section 10.01 of the Services Agreement. 



11.4	Termination by Any Party



(a)	Party in Default.  This Agreement may be terminated by any party immediately upon written notice if another party is in default of any term of this Agreement and remains in default after thirty (30) days notice of the default has been given to it by the terminating party.



(b)	Bankruptcy.  If either party becomes bankrupt; an order is made for winding it up; or if any execution or other process of any court becomes enforceable against all or substantially all of the assets of the party, this Agreement may be terminated immediately upon notice by any other party.  If the defaulting party makes a proposal under legislation other than the Bankruptcy Act, any other party may, at its option, terminate this Agreement except where prohibited by law.



	11.5	Retention of Data by Progestic.  Upon expiration or termination of this Agreement for any reason, Progestic shall retain, on the Consortium’s behalf, the Data for a period of ninety (90) days (the “Retention Period”) solely for disaster recovery and backup purposes.  Unless the Consortium requests a longer retention period for such Data, upon expiry of the Retention Period Progestic shall: (i) deliver to the Consortium, or at the Consortium’s direction destroy, all of the Data, as well as any tangible media in its possession, power or control upon or within which any part of the Data, or any abstract thereof, is recorded or reproduced in any form; (ii) destroy all reproductions of any part of the Data in its possession, power or control, which are present on magnetic media, optical disk, volatile memory or other storage device, in a manner that assures that the Data is rendered unrecoverable; and (iii) provide a certificate of one of Progestic’s officers stating that the requirements of this Section have been fully complied with.



11.6	Survival.  The following provisions shall survive any termination or expiration of this Agreement: Sections 3, 9, 10, 11.2, 11.5, 11.6 and 12.



12.	GENERAL



12.1	Nature of Obligations under this Agreement.  This Agreement does not constitute a partnership or joint venture between the parties to this Agreement or make one party an agent of another party.



	12.2	Notices.  Any demand, notice or other communication to be made or given hereunder must be made or given in writing by personal delivery or by electronic means of communication addressed to the recipient as follows:



		If to the Consortium:   	

			c/o Johnston & Buchan

			Suite 1700

			275 Slater Street

			Ottawa, Ontario

			K1P 5H9

			Attention:	 Stephen P. Whitehead

			Telephone:	(613) 236-3882

			Facsimile:	(613) 230-6423

			E-Mail:	whitehead@johnstonbuchan.com



		If to Progestic:

			Suite 400

			222 Queen Street

			Ottawa, Ontario

			K1P 5V9

			Attention:	Jean Labelle

			Telephone:	(613) 230-7522

			Facsimile:	(613) 230-5739

				E-Mail:	jlabelle@progestic.com



		If to SCNM:

			410 Laurier Avenue West

			Floor 8

			Ottawa, Ontario

			K1R 7T3

			Attention:	Harry Ludwig

					Vice President, Business and Legal Affairs

			Telephone:	(613) 660-3330

			Facsimile:	(613) 660-3989

			E-Mail:	LudwigH@stentor.ca



or to such other address, individual or electronic communication number as any party may from time to time notify the others in accordance with this Section 12.2.  Any demand, notice or other communication made or given by personal delivery shall be conclusively deemed to have been made or given on the day of actual delivery thereof or, if made or given by electronic means of communication, on the day of transmittal thereof if made or given before 3:00 p.m. (local time in the time zone of the intended recipient) on a Business Day or on the first Business Day following the transmittal thereof if not made or given before 3:00 p.m. (local time in the time zone of the intended recipient) on a Business Day, unless there are reasonable grounds for believing that the intended recipient of the demand, notice or other communication did not receive the demand, notice or other communication at that time or at all.



12.3	Governing Law.  This Agreement shall be governed by and construed in accordance with the laws of the Province of Ontario and the laws of Canada applicable therein.



12.4	Waiver.  No waiver by either of the parties of any breach of any condition, covenant or term of this Agreement shall be effective unless it is in writing and it shall not constitute a waiver of such condition, covenant or term except in respect of the particular breach giving rise to such waiver.



12.5	Severability.  If any provision in this Agreement is held to be invalid, unenforceable or in conflict with any applicable law, that provision shall be deemed to no longer form a part of this Agreement and the remaining provisions shall remain in effect without being impaired or invalidated in any way.



	12.6	Benefit of the Agreement.  This Agreement shall enure to the benefit of and be binding upon the parties hereto and their respective successors and assigns, provided however, that no party hereunder may assign all or any portion of its rights and obligations hereunder without the prior written consent of the other parties hereto, such consent not to be unreasonably withheld or delayed.



12.7	Entire Agreement.  This Agreement constitutes the entire agreement between the parties hereto with respect to the subject matter hereof and cancels and supersedes any prior agreements, undertakings, declarations, commitments, representations, written or oral, in respect thereof.



	12.8	Counterparts.  This Agreement may be executed in any number of counterparts, each of which shall be deemed to be an original and all of which taken together shall be deemed to constitute one and the same instrument, and it shall not be necessary in making proof of this Agreement to produce or account for more than one such counterpart.



	12.9	Further Assurances.  The parties shall with reasonable diligence hold all meetings, perform all acts, execute and deliver all documents and instruments, do all such things and provide all such further reasonable assurances as may be reasonably necessary or desirable to give effect to the provisions of this Agreement.



IN WITNESS WHEREOF, the parties have duly executed this Agreement.



CANADIAN PORTABLE CONTRIBUTION

CONSORTIUM INC.





Per: 							

	Name:

	Title: 



Per: 							

	Name:

	Title:



BC TEL, BELL CANADA, MARITIME TEL & TEL

LIMITED, MTS NETCOM INC., NEWTEL

COMMUNICATIONS INC., SASKATCHEWAN

TELECOMMUNICATIONS, ISLAND TELECOM INC.,

NB TEL INC., TELUS COMMUNICATIONS INC.





Per: 						  	 

	Signed as the duly authorized agent of the Stentor

	Companies and not in an individual capacity.



	Name:	Harry Ludwig

	Title: 	Vice President, Business and Legal Affairs



PROGESTIC INTERNATIONAL INC.

	

Per: 							

	Name:

	Title:  

	





�APPENDIX 1



DESCRIPTION OF THE CFAS





APPLICATION PROGRAMS:



The CFAS is comprised of one executable and many run-time files (Visual Basic 5.0 run time files, VBXs, and DLLs, Crystal Reports run time files, MS Access 95 (run time for LEC,  full version for CFAS admin)) requiring approximately 25 Meg of disk space, in total, on each client for the application.





databases:



The CFAS is comprised of the following databases:



Production Server: 	CFIP I01	(Approx. 60 meg)



Client (LECs):	CFA 		(Approx. 6 meg)	

	Input		(Approx. 1 meg)	

	Output		(Approx. 1 meg)		

				

Client (CFA):	CFA 		(Approx. 6 meg)	

	Input		(Approx. 1 meg)	

	Output		(Approx. 1 meg)	 	

	Reports	(Approx. 1 meg)	

				

Development Server:		CFIP D01	(Approx. 60 meg)	





�APPENDIX 2



THIRD PARTY SOFTWARE AND HARDWARE





Third Party Software:



CFA Server:	WinNT 4.0 server 

	SQL Server 6.5

	SQL Server client licenses 

	Anti-Virus software

	Veritas Netbackup

	

Client (CFA):	Win95

	Ms Access 7.0

	TCP/IP�	ODBC Drivers



Client (LEC):	Win95



CFA Developer/Support 	Win95

                      personnel:	Ms Access 7.0

	Sheridan Data Widgets 2.0

	VB 5.0 Ent

	Crystal Report Writer 4.6.1 (included with VB 5.0)

	Visual Source Safe (included with VB 5.0)	

	TCP/IP�	ODBC Drivers





Hardware:



Production Server:	Compaq Proliant 2500 200Mhz, 128M, 8.6Gb





CFA Client:	3 - Compaq Deskpro 4000 166Mhz, 32 M, CD rom, 17” screen

	1 - Armada portable 4160T, 32M, modem, E/N & base

	1 - HP LaserJet 6MP printer



�APPENDIX 3



CFAS SPECIFICATIONS



General



The CFAS is used in gathering local exchange carrier (“LEC”) input, calculating subsidy entitlements and producing monthly statements reflecting each LEC’s net position. Two different views of CFAS functionality are possible; one provides only the necessary functionality required for LEC’s to produce input (referred to as the LEC User View) and the other provides all the functionality required for producing Payment & Receipt Advices (referred to as the CFA Processing View). 



LEC User View



This view allows the participating LECs to create their monthly input to the CFA, store it  and prepare it for transmission over the internet.  It also facilitates receipt of the Payment & Receipt Advice and storage of this information.  The major functions are as follows;



Storage & update of contribution rate tables & other tables necessary for system operation

Storage and update of international allocation tables

Fund and version selection 

Calculation of contribution amounts based on input

Calculation of distribution of international contribution including amounts owing to certain non-participating companies

Facilitates input preparation by automatically populating the input form with previous version data

Stores input data in a database

Encrypts data for transmission

Monitors status of LEC’s input through a ‘to do’ list

Receives, decrypts, stores Payment & Receipt Advices

Reporting facility to print LEC input and the advices received from the CFA. 



CFA Processing View



This view handles receipt and processing of LEC information to produce analysis reports and Payment & Receipt Advices (CFA-2) and storage of the data.  The primary functions are;



Decryption of LEC input

Storage of input data in a database

Production of analysis reports for validation purposes

Input of data re administrative costs and late payment charges

Calculation of inter-fund transfers of international contribution

Calculation of LEC subsidy entitlements

Calculation of adjustments relative to previous versions	

Calculation of LEC net position

Storage of data for future use (subsequent versions)

Preparation of Payment & Receipt Advices (CFA-2 output)

Maintains a journal of costs and adjustments

Encryption of all information to be transmitted to LECs

Preparation of quarterly reports for the CRTC.



Year 2000 Compliance



Good and sufficient plans have been developed and implemented to ensure that all products, including, without limitation, hardware, firmware and middleware, and the CFAS used by SCNM to provide the services of the Interim Central Funds Administrator which, for greater certainty, shall include service products used by other persons but over which SCNM exercises control (the “Products”) will be Year 2000 compliant on or before the advent of 2000 A.D.  For the purposes of this Agreement, “Year 2000 compliant” means the Products are designed to be used prior to, during and after the calendar year 2000 A.D. and will perform without interruption complete, accurate and error�free processing, storage, retrieval, calculation, sequencing and comparison of all data involving dates and same century and multi�century formulas, including without limitation, accepting date input, providing date output and performing calculations on dates or portions of dates during such period, including leap year calculations, without change in performance arising from the advent of 2000 A.D. provided that any products which interconnect with the Products properly exchange date and time data with the Products.



Bilingual Functions



CFAS includes: (i) bilingual (French/English) input screens (i.e., at LEC end); and (ii) bilingual (French/English) instructional material (excluding training/presentations which are currently conducted in English only).



Other



The CFAS is used to provide and/or support or in conjunction with the following activities which, prior to the date hereof, were performed by SCNM:



Receive information from LECs sufficient to distribute contribution according to the formula established by the CRTC;

Verify information previously submitted and payments previously made as per the agreed upon schedule; 

Validating inputs;

Incorporate “reasonableness” or “sanity checks” sufficient to ensure the integrity of reported inputs and identification of significant variations which may warrant further investigation;

Calculate the amount of subsidy each LEC is entitled to receive or retain (based on information received from each LEC or based on an estimate);

Issue a Payment and Receipt Advice to each LEC as per the agreed upon schedule;

Calculate the impact of adjustments, late payments and revisions on the amount of the subsidy each LEC is entitled to receive or retain;

Calculate, collect and distribute late payment charges; and

In case of default by a LEC, readjust current subsidy calculations, reissue corrected Payment and Receipt Advice and address adjustments caused by late payments.



�APPENDIX 4



AMORTIZATION TABLE





Annual Interest Rate�10%��Monthly Payment�$3,438��Initial balance outstanding as at Acceptance�$100,000��Balance outstanding as at:�(((     ��end of Month 1�$97,323��end of Month 2�$94,626��end of Month 3�$91,908��end of Month 4�$89,169��end of Month 5�$86,410��end of Month 6�$83,629��end of Month 7�$80,828��end of Month 8�$78,005��end of Month 9�$75,161��end of Month 10�$72,294��end of Month 11�$69,407��end of Month 12�$66,497��end of Month 13�$63,565��end of Month 14�$60,610��end of Month 15�$57,633��end of Month 16�$54,634��end of Month 17�$51,611��end of Month 18�$48,566��end of Month 19�$45,497��end of Month 20�$42,405��end of Month 21�$39,290��end of Month 22�$36,150��end of Month 23�$32,987��end of Month 24�$29,800��end of Month 25�$26,588��end of Month 26�$23,353��end of Month 27�$20,092��end of Month 28�$16,806��end of Month 29�$13,496��end of Month 30�$10,160��end of Month 31�$6,799��end of Month 32�$3,412��end of Month 33�$0��





�APPENDIX 5



STENTOR COMPANIES



BC Tel, continued under the laws of the Canada having its principal office at BC Tel Headquarters, 3777 Kingsway Avenue, Burnaby, B.C., Canada V5Z 3H7



Bell Canada, incorporated under the laws of Canada having its principal office at 1050 Beaver Hall Hill, Montreal, Quebec, Canada H3C 3G4



Maritime Tel & Tel Limited, incorporated under the laws of the Province of Nova Scotia, having its principal office at 1505 Barrington Street, PO Box 880, Halifax, Nova Scotia, Canada B3J 2W3



MTS Communications Inc., incorporated under the laws of the Province of Manitoba, having its principal office at 489 Empress Street, PO Box 6666, Winnipeg, Manitoba, Canada R3C 3V6



NewTel Communications Inc., incorporated under the laws of the Province of Newfoundland, having its principal office at Fort William Building, 1 Factory Lane, PO Box 2110, St. John’s, Newfoundland, Canada A1C 5H6



Saskatchewan Telecommunications, a Crown corporation established under the laws of the Province of Saskatchewan, having its principal office at 2121 Saskatchewan Drive, Regina, Saskatchewan, Canada S4P 3Y2



Island Telecom Inc., incorporated under the laws of the Province of Prince Edward Island, having its principal office at 69 Belvedere Avenue, Charlottetown, Prince Edward Island, Canada C1A 7M1



NB Tel Inc., incorporated under the laws of the Province of New Brunswick, having its principal office at One Brunswick Square, PO Box 1430, Saint John, New Brunswick, Canada E2L 4K2



Telus Communications Inc., incorporated under the laws of the Province of Alberta, having its principal office at 10020�100th Street, PO Box 2411, Edmonton, Alberta, Canada T5J 0N5

�APPENDIX 6



ACCEPTANCE TESTING STRATEGY





Progestic has developed an Acceptance Testing Strategy on the assumption that the CFAS is currently supporting the Central Fund Administrator in carrying out the functions of the central fund administration.  These functions are carried out in accordance with the terms and subject to the conditions set forth in the Central Fund Agreements and on the assumption that the CFAS performs to the satisfaction of the Consortium as of the Closing Date.  Therefore, this strategy is based on the SCNM’s demonstrating that the CFAS is functioning as intended. Supplementary tests will be done only if SCNM cannot demonstrate that a specific functionality has been performed or tested in the period for which SCNM was responsible for the CFAS. 



Tasks to be performed:



1.	Observation Period:  Progestic shall have its Telecommunication Officer, and other personnel, if required, observe the central fund administration process and the functionality of the CFAS during the transition period.  During this period, the Telecommunication Officer will also gather procedural documents and adapt them to the Permanent CFA environment. 



CFAS Testing Examination:  Progestic will familiarize itself with the Y2000 testing done on the CFAS, understanding that the Y2000 testing exercise is testing whether the functions of CFAS are designed to be used prior to, during and after the calendar year 2000 A.D. and will perform without interruption complete, accurate and error-free processing, storage, retrieval, calculation, sequencing and comparison of all data involving dates, and rely as much as it can on the results of such  testing to accept the CFAS.  More precisely, Progestic will :



Examine Test Plan and  Test Cases;

Obtain assurance that CFA has accepted the Test Plan;

Obtain assurance that the Testing Environment was adequate;

Obtain assurance that CFAS was subject to adequate test coverage (i.e. volume and all functionality);

Examine testing results (results should be documented); and

Ensure all defects were corrected.



Change Request and Modification Examination:  Progestic will familiarize itself with the change process and change control system to have an appreciation of the system changes since implementation. Specifically, Progestic will :



Examine the Change Request and Modification Register;

Inquire with SCNM as to the last modifications done to the CFAS and the reasons for modifications;

Obtain the current list of anticipated and mandated changes to be done to the CFAS.



Confirmation by SCNM:  Progestic will require a confirmation from SCNM that the CFAS is working as intended, to support the functions of the central fund administration in accordance with the terms and subject to the conditions set forth in the Central Fund Agreements. In particular, Progestic will require confirmation that the CFAS is capable of:



Input creation and encryption by LEC.  Receiving LECs data (decryption of LEC input and storage of input data in the database);

Automation of validation steps (production of analysis report for validation purposes);

Calculation of contributions (inter-fund transfers of international contribution; subsidy entitlements, adjustments to relative previous versions and net position);

Producing Payment and Receipt Advice;

Transmitting Payment and Receipt Advice including the encryption of all information transmitted to LECs;

Storing of data for future use (subsequent versions);

Processing of administrative functions both within the application program modules (i.e.  defaults) and outside process (i.e. late payment);

Maintaining a journal of costs and adjustments;

Processing correctly the various versions;

Producing the required  quarterly reports as they are currently prepared; and

Maintaining contingency systems (i.e. Excel Spreadsheets).



5.	Validation with LECs:  Progestic will validate that the CFAS meets requirements of LECs by calling a sampling of LECs.  Progestic will also require all LECs to test all interfaces prior to Progestic’s becoming the Permanent CFA.



If Progestic is not satisfied that the CFAS has been tested for all functions or if the CFAS has not performed the stated functions since implementation, Progestic will develop a test case and test the CFAS.  If this situation occurs, Progestic will use a test site and environment within its operations.  The Acceptance Strategy  covers testing  to ensure Y2000 compliance. Progestic will examine the Y2000 testing done by SCNM and will carry out additional testing only if testing was not complete. If Progestic carries out additional tests of the functions of the CFAS or for Y2000 compliance, Progestic will present a business case to negotiate additional funds as these additional costs have not been forecasted in the proposed Schedule of Remuneration, Schedule F. 



Upon successful completion of the acceptance testing strategy and upon receipt of the SCNM Certificate of Completion, Progestic as the Permanent CFA will issue a Certificate of Acceptance.









�SCHEDULE D



TERMINATION PLAN



1.	Progestic agrees to cooperate in good faith with the Consortium in order to effect a smooth and orderly transition of the provision of the Services at as minimal a cost as possible.  Progestic shall transfer, deliver, assign and provide the following data, documentation, licenses and materials  via electronic form readable by the Consortium where appropriate, to the Consortium or the party designated by the Consortium during the Termination Period:



	(a)	All current and historical Services data and backup copies thereof;



	(b)	Subject to the System Licence Agreement, an up-to-date copy of the System application programs and the System database including, without limitation, all source codes;



	(c)	All System-related documentation, manuals, application support manuals, operation manuals, database layouts including, without limitation, personal computer fields information;



	(d)	A status report regarding any System changes, enhancement or upgrades that are then in progress;



	(e)	A status report in respect of the current month’s production;



	(f)	A status report regarding any other outstanding issues which require attention in the short term; and



	(g)	Contact lists, numbers, e-mail addresses and all other hard copy information relating to the Services; and, in addition, Progestic shall advise the Consortium of any miscellaneous devices or office equipment required to facilitate all relevant operations.



2.	Progestic shall receive and maintain all Services procedures and practices information provided to Progestic by or through the Consortium and Progestic shall provide to the Consortium any adjustments, additions and revisions to such Services procedures and practices information that have been implemented during Progestic's provisioning of the Services.  Upon termination or expiration of this Agreement, Progestic shall return to the Consortium all such material supplied to it by or through the Consortium.





�SCHEDULE E



TRANSITION PLAN



It is intended that the following outline will be supplemented with further specific requirements as agreed to between the Interim CFA and Progestic.  The Transition Plan shall not require SCNM to provide any assistance to Progestic in excess of the assistance contemplated by Section 11.02 of the Central Fund Agreements, unless Progestic and SCNM otherwise agree provided that the Transition Plan shall include the matters listed below.  The Transition Plan shall be completed on or before the Closing Date.



Transition



(	Introduction of Progestic staff to CFA function:

	-	meet CFA staff and system support staff,

	-	overview of what function entails,

	-	demo of CFA System,

	-	question and answer session.



(	SCNM/Progestic plan details of transition:

	-	appoint primes,

	-	agree on steps,

	-	determine timing.



(	Progestic establish processing site:

	-	space,

	-	network connections,

	-	any necessary hardware,

	-	acquire licenses for any underlying software that may be required,

	-	set up bank accounts and internal accounting processes.



(	Detailed training to be given to Progestic by SCNM:

	-	by CFA staff,

	-	by system support staff,

	-	re: LEC user module,

	-	re: CFA module,

	-	re: other processes,

	-	hand-over of instructional material and correspondence files.



(	Establish CFA System in Progestic:

	-	hand-over/installation and support from SCNM of application software and system documentation,

	-	hand-over/installation and support from SCNM of CFA System database,

	-	Progestic acceptance test.



	Acceptance

	-	certificate of completion,

	-	certificate of acceptance.



	Contingency Plan Development



	Disaster Recovery Plan Development



�SCHEDULE F



schedule of remuneration of progestic



1.0	Remuneration for Services



	In consideration of the provision by Progestic of the Services, commencing the Closing Date, Progestic shall be entitled to be paid from the Central Funds in the manner set out in the Central Fund Agreements in the amounts specified in paragraph 4.0 below in respect of the following categories:



	a)		Start-up Costs



Start-up costs relate to the cost of acquiring the equipment, software, licenses, setting-up dedicated fax lines and inter-connectivity mechanisms.  They also include the costs related to the following activities: establishing sites; network connections; familiarization with SCNM operations, receiving training on CFAS; familiarization with system source codes; conducting conversion activities; setting-up the test environment facility; receiving, scheduling and organizing the mandated system changes and modifications; setting-up operational processes, setting-up bank accounts and internal accounting processes, documenting procedures; conducting acceptance testing (as per Appendix 6 to the License Agreement); documenting the Contingency Plan and the Disaster Recovery Plan; running system in parallel; and performing other functions related to setting-up the CFA function within Progestic. 



	b)	Service Fees



These fees relates to providing the services and maintaining the service levels as described in Schedule B to this Agreement.



	c)		General Administration Expenses



These expenses relate to the cost of operating the CFA functions.  It includes accommodation, telecommunication, travel, banking, office supplies and other related miscellaneous expenses.



	d)	System Licence Fee



This fee relates to the Licence Agreement between the Consortium, SCNM and Progestic and represents the monthly installment to be paid during the Term. 



	e)		Insurance Expenses



These expenses relate to the cost of obtaining the insurance policies as described in Section 4.01 of this Agreement.



2.0	Other Payments (for greater certainty)



	Payments for any external audits of Progestic or LECs are provided for in the Central Fund Agreements and do not form part of this Schedule F.



	Payments owed for work done but not billed by the Interim CFA at the time of hand-over from the Interim CFA to Progestic (including amounts owed according to paragraph 4.0 of Schedule “G” to the Central Fund Agreements but not yet billed due to the scheduled lag between work being done and billed) are to be billed by Progestic and remitted to the Interim CFA unless otherwise agreed between the Interim CFA and Progestic.



	Collection costs incurred will be recovered in the manner set out in Section 3.04(a) of the Central Fund Agreements and are not included in this Schedule F. 



	Where the services rendered go beyond the Services as defined herein (for example, additional training of LECs once initial training has been provided; services relating to collection activities), these additional services may be provided by Progestic following agreement with the Consortium, in which case Progestic shall be entitled to be  reimbursed for all out-of-pocket costs and expenses in connection with the provision of such additional services as well as an hourly charge of $120.00 per hour for each of its personnel providing such additional services.  The hourly charge will be subject to negotiation at the end of Year 1 and 2.  



	As approved at the Consortium board meeting on November 17, 1998, unless caused by a mandated retroactive change, a Version 3 processing fee of $100, payable to Progestic, will be assessed against each V3 input form submitted by a LEC.



3.0	Assumptions



	The payment schedule set out in paragraph 4.0 below covers the costs of provision of the Services.



	Payments set out in paragraph 4.0 below reflect remuneration payable to Progestic for administration of the nine Central Funds across Canada during the Term Period and will be allocated on a pro rata basis to each of the nine Central Funds based upon the proportion of total Billable Contribution reported to each such Central Fund during the relevant period.



	This Schedule F is provisional and subject to change based on the CRTC’s directives in this matter, including its rulings on matters which remain or may become the subject of disputes.

�4.0	Payment Schedule



	

V1 Data  Month�Processing Month

(Date Recovered)1 �Start-Up

Costs�Service

Fees2 �General Adminis-tration Expenses3 �System Licence Fee�Insurance

Expenses5�Total��������on Closing $10,584.00���Feb 1999�April 1999�$9,665.00*�$41,333.00*�$9,653.00*�$3,438.00*�$4853.73*�$68,942.73*��Mar 1999�May, 1999�$9,665.00*�$41,333.00*�$9,653.00*�$3,438.00*�$4853.73*�$68,942.73*��April 1999�June, 1999�$9,665.00*�$41,333.00*�$9,653.00*�$3,438.00*�$4853.73*�$68,942.73*��May 1999�July, 1999�$9,665.00*�$41,333.00*�$9,653.00*�$3,438.00*�$4853.73*�$68,942.73*��June 1999�August, 1999�$9,665.00*�$41,333.00*�$9,653.00*�$3,438.00*�$4853.73*�$68,942.73*��July 1999�September 1999�$9,665.00*�$41,333.00*�$9,653.00*�$3,438.00*�$4853.73*�$68,942.73*��August 1999�October 1999�$9,665.00*�$41,333.00*�$9,653.00*�$3,438.00*�$4853.73*�$68,942.73*��September 1999�November  1999�$9,665.00*�$41,333.00*�$9,653.00*�$3,438.00*�$4853.73*�$68,942.73*��October 1999�December 1999�$9,655.00*�$41,333.00*�$9,653.00*�$3,438.00*�$4853.73*�$68,942.73*��November 1999�January 2000�$9,665.00*�$42,986.00*�$*4 �$3,438.00*�$0 �$*��December 1999�February 2000�$9,665.00*�$42,986.00*�$*�$3,438.00*�$0 �$*��January 2000�March 2000�$9,665.00*�$42,986.00*�$*�$3,438.00*�$05�$*��February 2000�April 2000�$9,665.00*�$42,986.00*�$*�$3,438.00*�$*�$*��March 2000�May 2000�$9,665.00*�$42,986.00*�$*�$3,438.00*�$*�$*��

���V1 Data  Month�Processing Month

(Date Recovered)�Start-Up

Costs�Service

Fees�General Adminis-tration Expenses�System Licence Fee�Insurance

Expenses�Total��April 2000�June 2000�$9,665.00*�$42,986.00*�$*�$3,438.00*�$*�$*��May 2000�July 2000�$9,665.00*�$42,986.00*�$*�$3,438.00*�$*�$*��June 2000�August 2000�$9,665.00*�$42,986.00*�$*�$3,438.00*�$*�$*��July 2000�September 2000�$9,665.00*�$42,986.00*�$*�$3,438.00*�$*�$*��August 2000�October 2000�$9,665.00*�$42,986.00*�$*�$3,438.00*�$*�$*��September 2000�November 2000�$9,665.00*�$42,986.00*�$*�$3,438.00*�$*�$*��October 2000�December 2000�$9,665.00*�$42,986.00*�$*�$3,438.00*�$*�$*��November 2000�January 2001�$9,665.00*�$44,705.00*�$*�$3,438.00*�$*�$*��December 2000�February 2001�$9,665.00*�$44,705.00*�$*�$3,438.00*�$*�$*��January 2001�March 2001�$9,665.00*�$44,705.00*�$*�$3,438.00*�$*�$*��February 2001�April 2001�$9,665.00*�$44,705.00*�$*�$3,438.00*�$*�$*��March 2001�May 2001�$9,665.00*�$44,705.00*�$*�$3,438.00*�$*�$*��April 2001�June 2001�$9,665.00*�$44,705.00*�$*�$3,438.00*�$*�$*��May 2001�July 2001�$9,665.00*�$44,705.00*�$*�$3,438.00*�$*�$*��June 2001�August 2001�$9,665.00*�$44,705.00*�$*�$3,438.00*�$*�$*��July 2001�September 2001�$9,665.00*�$44,705.00*�$*�$3,438.00*�$*�$*��August 2001�October 2001�$9,665.00*�$44,705.00*�$*�$3,438.00*�$*�$*��September 2001�November 2001�$9,665.00*�$44,705.00*�$*�$3,438.00*�$*�$*��October 2001�December 2001�$9,665.00*�$44,705.00*�$*�$3,438.00*�$*�$*��November 2001�Refer to para. 7.01��������December 2001�Refer to para 7.01��������

     *	plus applicable GST/HST, PST, except in the case where such taxes are already included in the amount indicated, or any component thereof.







�Start�up Cost Amortization Table		

		

Interest Rate	10%	

Monthly Payment	$9,665	

Initial Balance outstanding as at

Closing 	$278,000	

Balance outstanding as at:		

end of Month 1	$270,651	

end of Month 2	$263,241	

end of Month 3	$255,770	

end of Month 4	$248,236	

end of Month 5	$240,640	

end of Month 6	$232,980	

end of Month 7	$225,257	

end of Month 8	$217,469	

end of Month 9	$209,616	

end of Month 10	$201,698	

end of Month 11	$193,714	

end of Month 12	$185,663	

end of Month 13	$177,545	

end of Month 14	$169,360	

end of Month 15	$161,106	

end of Month 16	$152,784	

end of Month 17	$144,392	

end of Month 18	$135,930	

end of Month 19	$127,398	

end of Month 20	$118,795	

end of Month 21	$110,120	

end of Month 22	$101,373	

end of Month 23	$92,552	

end of Month 24	$83,658	

end of Month 25	$74,690	

end of Month 26	$65,647	

end of Month 27	$56,529	

end of Month 28	$47,335	

end of Month 29	$38,064	

end of Month 30	$28,716	

end of Month 31	$19,290	

end of Month 32	$9,785	

end of Month 33	$0	

			

		

		

		

		

�SCHEDULE G



CONTINGENCY PLAN OUTLINE



Progestic shall develop a Contingency Plan by the end of the Transition Period.  The Contingency Plan will have the attributes listed below:



A.	Progestic will outline in the Contingency Plan its approach  to exercise due care and attention in collecting, maintaining the data and protecting such data.  The Plan will also outline the data integrity safeguards Progestic intends to maintain to prevent deletion or alteration of data.  Progestic will outline the backup procedures it intends to put in place for  data and related data structures, recovery procedures, general procedures for file maintenance and expansion, updating, storage, management and control of space utilization.  The Contingency Plan will also  provide related security and administration measures. 



The Contingency Plan will address  reasonable potential risks which may have an effect on the System or its performance including, without limitation, equipment failure and software problems at both Progestic premises and LEC premises, provided that no event contemplated by the Disaster Recovery Plan shall be required to be referenced in the Contingency Plan.  The Contingency Plan will be developed to address the risks as identified by the Interim Central Fund Administrator and will be up-dated from time to time to address new risks as they are uncovered.  For the purpose of clarification the following risks have been identified by the Interim Central Fund Administrator and will form the basis on which the Contingency Plan will be developed:



LEC risks of not being able to produce CFA-1 report or of being unable to transmit CFA-1 report electronically;

CFA risks of system non-performance or of being unable to transmit CFA-2 reports to LECs;

Bank risks of being unable to electronically transfer LECs' funds into Central Trust Account or of being unable to electronically transfer Central Trust Account funds back to LEC’s accounts.



C.	The Contingency Plan will contain planned solutions for each anticipated risk.





�SCHEDULE H



DISASTER RECOVERY PLAN OUTLINE



Progestic shall develop a Disaster Recovery Plan by the end of the Transition Period.  The Disaster Recovery Plan will have the attributes listed below:



(a)	Risk Assumptions



The assumed risks shall include the following:



	1.	Complete destruction of all hardware or software used to provide the Services.  A component inventory will be required to enable a faster and more efficient recovery process.



	2.	Key people could be hurt by a disaster or could resign.  Cross-training will be required to reduce the impact of key staff being unavailable.



	3.	Documentation could be destroyed or lost.  Copies of Manuals shall be kept at an off- site facility.



The Disaster Recovery Plan should contemplate that the foregoing could be the result of:



	1.	Natural disasters (fire, floods, earthquakes, etc.);



	2.	Man-made disasters (chemical or industrial accidents, war, terrorist attack, etc.); or



	3.	Malicious equipment damage (theft, computer viruses, deletion or corruption of data, human error, etc.).



(b)	Application Prioritization



The Disaster Recovery Plan shall identify applications and systems relating to the Services in order of priority.  This list of prioritized applications and systems will determine the order in which the applications and systems are restored and also the minimum requirements for making the Services operational.



(c)	Establishing Recovery Requirements



The Disaster Recovery Plan will  contain a timetable indicating the time required to recover from a disaster.  The Disaster Recovery Plan will be prepared on the assumption that the CFAS system must be back in operation no later than two weeks after a disaster occurrence within Progestic's environment.  The timetable developed will  be tested to ensure that it is attainable and realistic.



(d)	Review and Amendment of Disaster Recovery Plan



The Disaster Recovery Plan will   be reviewed  annually during the term, or whenever changes are made to the hardware configurations or software applications relevant to the Services.  The Disaster Recovery Plan shall contain:



	1.	Notification lists with phone numbers and addresses of personnel required to perform the recovery process.



	2.	Priorities, responsibilities and procedures.



	3.	Possible acquisition and purchasing information.



	4.	Systems and network diagrams.



	5.	Application system lists and descriptions.



	6.	Hardware component inventory lists and configuration diagrams.



(e)	Plan Testing and Implementation



The Disaster Recovery Plan will  provide for annual  testing of the contents thereof after the document has been written by simulating significant event failures (i.e. server down).  The testing will be done with the primary goals of finding problems not addressed in the document and ensuring that the plan works.  In addition the backup, archiving and restoring of data provision documented in the Contingency Plan  will be tested and documented.  These procedures will be tested to ensure that several people in Progestic can run them correctly and verify their successful completion.



A Disaster Recovery Plan timetable shall be agreed to by all parties involved in the provision of the Services.



(f)	Plan Distribution



Once the Disaster Recovery Plan has been accepted by the Consortium, it shall be distributed to people that need to have a copy of it.  There will be soft and hard copies kept at Progestic and the Consortium premises as well as at other off-site facilities to be determined.



(g)	Temporary Facility



The Disaster Recovery Plan will  identify a temporary business facility to be used by Progestic in case access to Progestic’s Winnipeg office is not possible after a disaster.  The minimum required systems must be operable at such facility. 



(h)	Other Minimum Requirements



In addition to the other requirements contained herein, the Disaster Recovery Plan shall require Progestic to:



1.	have a back-up server available off-site with appropriate network connectivity;



2.	maintain, off-site, an up to date copy of application programs;



3.	maintain, off-site, an up to date copy of instructional material and program documentation; and



4.	maintain off-site, an up to date back-up copy of the database. 





�SCHEDULE I



PROGESTIC PERSONNEL



	

		Name					Title



	1)	Al DeCaigny				CFA Administrator



	2)	Pauline Blais				Manager, Clearing House Unit



	3)	Peter Martin				Manager, Telecommunication Unit



1 Date recovered will be the same date as the pay out to net receiving LECs.

2 Reflect an annual increase of 4%.

3 Actual general administration expenditures will be presented to the Consortium on a quarterly basis and, as deemed appropriate by the Consortium and Progestic, surplus and deficit over 5% will be adjusted semi-annually.

4 A revised budget will be presented, for approval by the Consortium, for subsequent years.

5 Insurance will be priced following each twelve month period during the term.  A down payment of insurance premiums of $10,584.00 will be made on the Closing Date.
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