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5.1
SRB BALANCE SHEET
Introduction

SRB Manual Section 5.1 describes the methodology used in the production of the 




A) Material and Supplies




B) Working Capital

C) Average Net Investment Base

D) SRB Capitalization

E) Return on Average Common Equity

A)  MATERIAL AND SUPPLIES

Procedures
This section of the Split Rate Base Manual covers the procedures used to assign material and supplies.


The investment assigned to SRB segments from these procedures is input to SRB Manual Section 5.1, - C) Average Net Investment Base.


All material and supplies investments are obtained from Company records.  An average is first obtained by summing the balances for current and previous year-ends and dividing the results by 2.  The averaged material and supplies investment is then assigned as described below.

Material and Supplies 

Description
Material and Supplies

Account Code
SRB Assignment Methodology


New Warehouse Investment
122-600


1) Obtain the New Warehouse Investment from the Company material records and calculate an average for the study year for each investment grouping listed below:

· Automotive Equipment

· Central Office Equipment

· Data Equipment

· Fibre Optic Cable

· Plug-In Equipment

· PBX/Resale Business Equipment

· Outside Plant

· Radio Equipment

· Station Equipment

· Resale Residence Equipment

· Tools 

· Other


Material and Supplies 

Description
Material and Supplies

Account Code
SRB Assignment Methodology


New Warehouse Investment (Cont'd)


122-600


1) Develop a percentage for each investment grouping to the total.

2) Obtain the average booked M&S investment for the new warehouse investment and multiply against these percentages to separate the new investment into these investment groupings.

3) Assign to SRB segments using the methodology described for each individual investment grouping following.


PBX/Resale Business and Residence Equipment
Portions of 122-600


The average M&S is assigned directly to the Other segment.
Ø

Automotive Equipment


Portions of 122-600


The average M&S is assigned to SRB segments using composite investment ratios developed for Motor Vehicles Provisioning and Tractors/Trenchers & Assoc. Cable Laying Eqpt as identified in section 3.0.


Central Office Equipment
122-920

122-950

Portions of 122-600


The average M&S is assigned to SRB segments using composite investment ratios developed for Central Office Equipment investment as identified in section 3.0.


Data Equipment 


Portions of 122-600


The average M&S is assigned to SRB segments using composite investment ratios developed for Station Apparatus Data and Furniture - Stn - App. Data > $1500 (OTS) investment  as identified in section 3.0.


Outside Plant
122-100

122-800

Portions of 122-600


The average M&S is assigned to SRB segments using composite investment ratios developed for all Outside Plant investment as identified in section 3.0.


Plug-In Equipment
Portions of 122-600


The average M&S is assigned to SRB segments using composite investment ratios developed for all COE Transmission – Other Deferrable Plug-Ins investment as identified in section 3.0.


Radio Equipment
Portions of 122-600


The average M&S is assigned to SRB segments using composite investment ratios developed for Radiotelephone investment as identified in 

section 3.0.


Ø = Revised
Material and Supplies 

Description
Material and Supplies

Account Code
SRB Assignment Methodology


Station Equipment


Portions of 122-600


The average M&S is assigned to SRB segments using composite investment ratios developed for all Station Apparatus Telephone & Misc - SL and Non Exclusive and Exclusively ML and Furniture - Stn App – Telephone > $1,500 (OTS)  investment as identified in section 3.0.


Tools


Portions of 122-600


The average M&S is assigned to SRB segments using composite investment ratios developed for  Vehicles & Other Work Equipment (less Motor Vehicles Provisioning and Tractors/Trenchers & Assoc. Cable laying Equip) as identified in section 3.0.


Total Material and Supplies


All the Above


Sum the Utility and Other M&S components previously described.
Ø

Ø = Revised

B)   WORKING CAPITAL

Procedures
This section of the Split Rate Base Manual covers the procedures used to assign working capital which is comprised of Total Current Assets less Total Current Liabilities (excluding Total Debt due within one year) to the SRB segments.


The working capital assigned to SRB segments from these procedures is input to SRB Manual Section 5.1, -C) Average Net Investment Base.


All working capital components are obtained from Company records, Company Balance Sheet and/or the General Ledger.  An average is first obtained by summing the balances for current and previous year-ends and dividing the results by 2.  The averaged working capital component is then assigned as described below:

Working Capital 

Description
Working Capital

Account Code
SRB Assignment Methodology


Prepaid directory expenses 

(excluding Prepaid directory advertising)
132 (excl 132-310)


Prepaid directory expenses are assigned directly to the Utility segment.


Notes receivable from subsidiaries and associated companies

Sales Type Leases/Outright Sales

(STL/ORS)

Inventory for resale by Teleboutiques/Phonecentres

Shares in Tele-Direct (Publications) financed by short term debt
117

118.1-500

123.0-400

126 (excl 126-500)

126.0-500

116.2 

and offset

in 158.8-200
The average working capital component is assigned directly to the Other segment.


Ø

Ø



Revenue related working capital (excluding the portion already assigned under STL/ORS) less Advance Billing and Payments and Refunds due Customers
118 (excl 118.1-500)

less

164 and

159.6-769


1) Using the Total Operating Revenues, including the transfer of CAT (Carrier Access Tariff) payments, develop ratios for each SRB segment.

2) Multiply the revenue related working capital  by these ratios.


Ø = Revised
Working Capital 

Description
Working Capital

Account Code
SRB Assignment Methodology


Payroll related liabilities and liabilities related to the federal telecommunications tax on official use of such services


Portions of:

130 less

159, 166, 167
1) Using the distribution of total corporate salaries and wages to SRB segments calculated in the Employee Related Tax loading, develop ratios for each SRB segment.

2) Multiply the payroll related working capital by these ratios.


Accrued liabilities relating to Real Estate rentals


129

less

167.3-130


The average working capital is assigned to SRB segments based on a composite of the Realty Services distribution in Activities KE-0944, KE-0945, KE-0946, KE-0947 and the Realty Services loadings.


Prepaid directory advertising expenses
132-310
This account is assigned to SRB segments based on a project analysis using the guidelines described in section 6.0.

The items specific to this annual advertising campaign project analysis are as follows:

1) Obtain directory advertising expenses by type of expense (TOE), by campaign from the advertising campaign tracking database.

2) Where a TOE code is related to a particular product/service, assign expense directly to that product/service.

3) Where a TOE code relates to more than one product/service, assign expense based upon an analysis of the TOE code and expense related to the particular campaign.

4) Accumulate the expense by product/service.

5) Assign the expense to Utility and Other segments based on the tariff assignment of the products/services.
Ø

Remaining Working Capital
See Appendix A
1) Obtain total working capital (current assets less current liabilities excluding total debt due within one year).

2) Deduct the sum of total assignments previously described.

3) Multiply the result by the Net Average Plant In Service SRB segment ratios.


Total Working Capital


All the Above


Sum the volume of all Utility and Other working capital components previously described.
Ø

Ø = Revised

C)  AVERAGE NET INVESTMENT BASE (ANIB)

Overview



The ANIB consists of the items listed below.

This section describes the methodology

for assigning each component to SRB segments.

1) Telephone Plant in Service

2) Accumulated Depreciation

3) Deferred Income Taxes

4) Plant Under Construction

5) Material & Supplies

6) Investment in Subsidiaries & Associated Companies

7) Working Capital

8) Long Term Receivables

9) Other Deferred Charges – Net


Ø

The accounts included in each of these components are 

identified in Appendix B.  
Ø

_____________________________________________

Ø = Revised


1.  Telephone Plant in Service

Investment assigned to SRB segments is obtained 






from section 3.0.

______________________________________________


2.  Accumulated Depreciation

Accumulated Depreciation is obtained from the 







Company Balance sheet.


1)
Obtain reserve ratios, from Company records, for each of the telephone plant investment field/function codes identified in SRB Manual section 3.0, App. A, with the exception of the following field/function codes which are assigned reserve ratios of zero percent:

· 20C
Land, a non-depreciable asset

· 98GA
Telephone Plant Acquired, a temporary 



holding account

· 98GB
Telephone Plant Sold, a temporary 




holding account


2)
Multiply the reserve ratios  by the APIS, by SRB segment, for each telephone plant investment field/function code to obtain accumulated depreciation by SRB segment for each field/function code.


3)
Sum the volume of accumulated depreciation by segment calculated in 2) and develop ratios for each SRB segment.


4)
Apply these ratios to the total average accumulated depreciation


____________________________________________


3.  Deferred Income Taxes
Deferred Income Taxes are obtained from the Company Balance sheet.


1)
Assign the portion of Deferred Income Tax on 
Ø



Deferred BT and RPP costs directly to Common.


2)
Assign the remaining amounts of Deferred Income 
Ø



Taxes using Net APIS as follows:

· Deduct the total accumulated depreciation by SRB 


segment from the total APIS by SRB segment from 


section 3.0 to produce a Net APIS by SRB segment.

· Develop Net APIS ratios for each SRB segment.

· Apply these ratios to the remaining amount of 


Deferred Income Taxes.


3)
Sum the results produced in 1) and 2) by SRB 
Ø


segments.
 ___________________________________________

Ø = Revised 


4.  Plant Under Construction (PUC)
Plant Under Construction is obtained from Company 






records which identifies specific telephone plant 







investment field/function codes.







1)  Multiply the PUC investment by field/function code by 






     the associated telephone plant investment 







     field/function code ratio to obtain PUC investment by 







     SRB segment for each field/function code.


2)   Sum the volume of Utility and Other 
Ø







      investment.







4)  Develop ratios for each SRB segment.


___________________________________________


5.  Material & Supplies


The assignment methodology for material and supplies   






is described in section 5.1, -A) Material and Supplies.


6.  Investment in Subsidiaries

These investments are obtained from the Company


    & Associated Companies

records and are directly assigned as indicated below.

1) Investment in the Directory Operations Division of 

Tele-Direct (Publications) Inc. is assigned directly to 

the Utility segment.

2) All remaining investment is assigned to the Other
Ø

segment.


7.  Working Capital


The assignment methodology for working capital   






is described in section 5.1, -B)  Working Capital.



8.  Long Term Receivables
These investments are assigned directly to the 




Other segment.
Ø

9.  Other Deferred Charges (Net)
These deferred charges are identified on the Company 






Balance Sheet and are assigned as follows:

1) Assign deferred revenues relating to the Two Tier

Pricing Plan, Joint Surveillance System and

Extended Warranty Plan directly to the Other segment.
Ø

2) Assign Supplementary Pensions directly to Common.

3) Assign Unamortized Teleglobe Can Tat-3 payments

directly to the Other segment.
Ø

4) Assign charges deferred for regulatory purposes 
Ø

directly to Common.

5) Assign IX Costs  directly to Utility.

6) Assign deferred pension charges based on the 
Ø

Salary and wage ratio.

7) Multiply the remaining amount of Other Deferred
Ø

Charges Net by the Net APIS SRB ratios.

8) Deduct the total liabilities from 1), 2) and 3) from the
Ø

total assets produced from 4), 5), 6) and 7) to obtain the 

Other Deferred Charges - Net by SRB segment.

Ø = Revised

D)  SRB CAPITALIZATION



Average Capitalization items are assigned based on the 

proportion of ANIB by segment.  It is then calculated as 
Ø

the sum of:

· Average Common Equity by segment

· Average Preferred Equity by segment

· Average Debt by segment (excl. short term debt 







      used to finance the acquisition of further shares







      in Tele-Direct (Publications) Inc.)







1)  For the Utility segment, the Average Common







     Equity as a percent of Average Utility Capitalization







     must not exceed 55%.







2)  If the above percent exceeds 55%, the Average







     Common Equity is fixed at 55% and the Utility Debt







     is reduced accordingly.  The Average







     Common Equity and Average Debt for the 


     Other segment are also adjusted to reconcile
Ø







     to Company totals.

E)  RETURN ON AVERAGE COMMON EQUITY (RACE)






The Return on Average Common Equity is calculated as






follows: 
· Net Income to Common by segment

divided by:

· Average Common Equity by segment

Ø = Revised

