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April 26, 2006

Ms. Patricia Russo, Chairman & CEOQ  Mr. Serge T'churuk, Chairman & CEO
Lucent Technologies, Inc. Alcatel Corporation

600 Mountain Avenue 33 Rue Emeriau Cecix 15

Murray Hill, New Jersey 07974 Paris, I'rance 10 75015

Dear Pat:
Dear Mr. Tchuruk:

As Lucent and Alcatel work toward a merger, the leaders of the Lucent
Retirees Organization (LRO) are hearing the concerns of many of the 114,000
Lucent retirees. They are very anxious about what the future may hold for the
security of their pensions, healthcare and life insurance benefits. They do not
know what will happen as the result of a merger between an American and a
French corporation. The only information they have received regarding these
immensely important issues are sketchy statements in news articles that the
LRO has posted on its website. Some of the unknowns are:

e  What entity will inherit the ERISA fiduciary obligations?

Who will be the named fiduciaries?

e  Will fiduciaries and plan assets be under the jurisdiction of U. S. courts as
required by ERISA law?

e Will the current Lucent pension plans be merged with other pension plans
and, if so, what are the merger terms?

e  Will the new Alcatel-Lucent board become a named fiduciary and thus set
asset investment policy and guidelines for administering plan assets?

e Will current plans retain present registration identity, and will Form 5500s
be produced as required by ERISA?

The LRO hopes the merging companies will make known, as soon as
possible, how the merger will affect Lucent retirees’ pensions, healthcare and life
insurance benefits. | recognize there are many priorities associated with your
merger, but we urge you to make one of your top priorities the full disclosure of
your plans for the future security of retirees’ pensions and benefits.

Please understand that the LRO supports the Lucent-Alcatel merger
provided that all Plan participants receive fair and equitable treatment. From
the time that the LRO was formed in 2003 there has been an on-going dialogue
among LRO leaders and Lucent executives. While we have had differences of
opinions on issues important to retirees, there has always been an open
exchange of views. And the LRO has always wanted Lucent to be successful.

The LRO has repeatedly requested an independent audit of the pension
trust fund. We have also stated our belief that the pension trust fund should be
managed by independent fiduciaries. We believe that Lucent executives who
also have fiduciary responsibilities to retirees’ pensions and benefits cannot
help but be conflicted between their dedication to the company and their
obligations to retirees.

As described in the attachment to this letter, it is our opinion that Lucent
pension and benefit plan fiduciaries have been first and foremost loyal to
Lucent. Retirees, especially non-represented management retirees, have not
had an advocate when decisions impacting pensions and benefits were made.



In recent years, the fiduciaries, when faced with a choice of favoring the Lucent business enterprise or
meeting their fiduciary obligations to retirees, have repeatedly chosen the company’s interests over retirees.
And each instance has caused severe losses to retirees.

We hope you will agree that the merger process presents an opportunity for Lucent and Alcatel to
voluntarily replace the current fiduciaries of the Lucent pension and benefit plans with individuals
completely independent of the merger entity. Especially needed are independent fiduciaries to oversee the
Lucent LRIP Plan 001, the Management Pension Plan, who will —as ERISA law requires:
“discharge...duties with respect to a plan solely in the interest of the participants and beneficiaries
and for the exclusive purpose of providing benefits to participants and their beneficiaries.”

The independent fiduciaries must be proactive and knowledgeable. They must not only understand the
plan documents, but also their history dating back to 1913 when Theodore Vail, the first president of
AT&T, established the corporation’s pension and benefits program for workers and retirees.

Independent fiduciaries must take guidance from Vail’s original “MASTER TRUST?, also called the
"IRREVOCABLE TRUST".

Their duties and powers must be broad and include:

Monitoring the disposition and use of plan assets,

Access to calculations of plan funding levels,

Access to information as to investment experience,

Power to modify and enforce new investment guidelines,

Power to call for independent audits, and

Duties to meet with, and inform, the public and retirees of their findings.

Without independent fiduciaries, the LRO is concerned that retirees’ pensions and benefits will
continue to erode and assets will run out while the retirees and their dependents are still depending on them
for their financial well-being. Therefore, the LRO requests that:

1. Independent fiduciaries be appointed prior to the merger to ensure that whatever actions the merged
company intends to take with regard to the management pension plan are proper; and that details are
made public to ensure they are in the best interests of retirees. (It appears that active union
employees’ and formerly represented retirees’ pension and healthcare benefits are at less risk given
their projected pension plan’s surplus assets and bargained-for healthcare benefits, subject to passage
of enabling legislation.)

2. Lucent and Alcatel commit to publishing full financial and actuarial data pertaining to the
management pension plan that shows the basis for current levels of funding in such detail that an
independent actuary can verify the funding levels.

3. Prompt action be taken to initiate a strategy that will bring the funding level of the Management
Pension Plan P-001 to 100 percent before the merger. This plan currently is under funded by $1.2
billion based on the FASB (Financial Accounting Standards Board) calculation rules that Lucent
reported to the SEC (Securities and Exchange Commission) on December 14, 2005. We trust that
merger valuations were made on the basis of FASB and /or IASB rules. If this plan is not fully
funded, 2007 FASB balance sheets will reflect a negative effect on shareholder equity by
approximately $1.2 billion. Pension reform legislation, when passed, will no doubt result in a
published ERISA funding level closer to your FASB calculation as published in your 2004 10K.

4. InaJune 2, 2004 letter to me, Bradley Belt, PBGC Executive Director, encouraged Lucent retirees to
monitor the financial health of their pension plan. But he noted “unfortunately, at the moment, the
only current pension funding information available to plan participants is found in corporate financial
statements. These filings do not measure whether the plan is fully funded on a ‘termination basis’—
that is, they do not tell participants whether the plan would have sufficient assets to guarantee
payments of full promised benefits in the event of a corporate failure.” The LRO wants to know the
status of the Lucent Management Pension Plan on a termination basis.



All pension plan participants are looking forward to your responses to this letter. The LRO is prepared
to work with the proposed merger entity in the establishment of independent fiduciaries and the
accomplishment of the action items recommended in the foregoing.

Sincerely,

Ken Raschke

Attachment






