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February 3, 2003
Ms. Donna K. Malliff R
i\d;nagelc'l | Teleohone C ' SEE?‘AEW‘W AT 5 ‘
ndependent Telephone Companies ‘ TACKING]
Efficiency and Expenditure Analysis APPLICAT ION T |
Canadian Radio-television and ;
Telecommunications Commission e 04 5003
Ottawa, Ontario eV 190
: | SEcRETARAT
Dear Ms. Malliff: vt mEQ AEIARNNES
| suivi DES DEMANDES |
Re:  Revised 2000 Phase I Results
1. The Canadian Alliance of Publicly-Owned Telecommunications Systems

(“CAPTS”), is submitting on bebalf of Bruce Municipal Telephone System,
Dryden Municipal Telephone System, Kenora Municipal Telephone System and
TBayTel (Thunder Bay Telephone) responses to the Commission’s interrogatories
that were addressed to CAPTS by letter on January 20, 2003.

2. For further information regarding these responses, please contact me by telephone
at (807) 684-2908, fax at (807) 346-0909 or email at rolenick@tbaytel.com.

3. Respectfully submitted this 3rd day of February 2003.

//%,/_

Robert Olenick
Regulatory Analyst

On behalf of CAPTS

CC: Bell Canada
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CAPTS Response to Interrogatory
February 3, 2003 CAPTS(CRTC)20Janunary03-1
Page 1 of 12

INFORMATION REQUESTED BY
CANADIAN RADIO-TELEVISION AND
TELECOMMUNICATIONS COMMISSION
JANUARY 20, 2003

According to CAPTS, Kenora Municipal Telephone System’s Phase 1II
calculations were revised because expenses related to Employee Future
Benefits were understated in the Phase III calculation as compared to its
Financial Statements. The financial statements submitted to the Commission
on 24 May 2001 and the original Phase III calculations provided to the
Commission on 31 October 2001 do not show any discrepancy. Provide the
Financial Statements that reflect a change in the amount of Employee Future
Benefits.

Pleasc find following, Financial Statemcnts as requested.
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The Corporation of the

City of Kenora

Kenora Municipal Telephone
System (KMTS)

Financial Statements
For the year ended December 31, 2001
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Auditors' Report

To the Members of Councll, Inhabitants and Ratepayers
The Corporatlon of the City of Kenora

We have audited the stalement of financial position of Kenora Municipal Telephone System (KMTS)

of the Corporation of the City of Kenora as at December 31, 2001 and the statements of accumulated surplus,
operations, and cash flows for the year then ended. These financial statements are the responsibility of the KMTS'
management. Qur responsibility is to express an opinion on these financial statements based on our audit

We have conducted our audit in accordance with Canadian generally accepted auditing standards. Those standards
require that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimales made by management. as well as evalualing the overall financial statement presentation,

In our apinion, these financial statements present fairly, in all material respects, the financial position of the KMTS as

at December 31, 2001 and the results of its operations for the year then ended in accordance with Canadian generally
accepted accounting princlples as described in the Summary of Significant Accounting Policies.

@ DO “““ , ,_,;; ,b[-/o
Chartered Accountants

Kenora, Ontario
May 6, 2002

BDO Dunwoody LLe is a Limited Liafility Partnership registered in Ontarlo
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The Corporation of the City of Kenora
Kenora Municipal Telephone System (KMTS)

Statement of Financial Position

Decemhber 31 2001 2000
Assets
Current
Cash $ 400 $ 400
Short term investment 8,800 34,053
Accounls receivable 1,364,952 480,979
Due from City of Kenora Revenue Fund - 632,007
Prepaid expenses 91,749 88 3R7
1,465,901 1,235,826
Capital assets (Note 1) 217 579 1.654.870
Liabilities and Accumulated Surplus
Current
Accounts payable $ 665335 $ 986,357
Current portion long term debt 65,641 -
Due to City of Kenora Revenue Fund £53 442 -
1,384,418 986,357
Employeo future benefits payable (Note 3) 153,192 141,404
Long term debt (Note 4) 161,188 -
1,698,798 1,127,761
Accumulated surplus —B.084 682 7,762,935

$ 9.783.480 $ 8.890.696

The accompanying summary of accounting policies and notes are an inlegrai part of these financial stalemenls. 3
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The Corporation of the City of Kenora
Kenora Municipal Telephone System (KMTS)
Statement of Accumulated Surplus

Earthe year ended. Decamber 31 : 2001 2000
Accumulated surplus, beginning of year $ 7.762,935 $ 7,894,181
Operating surplus (deficit) for the year 321747 (131 246)
Accumulated surplus, end of year $ 8.084682 $ 7,762,935

The accompanying summary of accounting politles and noles are an integral part of these financial statemanis,

4
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The Corporation of the City of Kenora
Kenora Municipal Telephone System (KMTS)
Statement of Operations

Far the year ended Decembar 31 2001 2000
Operating Income
Local service revenue $ 3,207,943 $ 3,024,957
Long distance conlribution 1,341,370 1,011,625
Other toll service revenues 789,112 546,837
Miscellaneous income 497 741 492 957

—5,836.166_ 5076376

Operating Expenses

Maintenance 738,251 851,323

Amorlization 1,366,676 1,299,818

Traffic 68,931 84,993

Commercial 1,679,080 1,109,094

General offica salaries and expenses 383,317 323,029

Other operating expenses _GBR164 799365
Operating surplus before undernoted item 931,747 688,754
Conlribution to City of Kenora Revenue Fund —{610,000) (820,000}
Operating surplus (defic(t) for the year $ 321,747 $ (131,246)

The accompanying summary of aceounting policias and noles are an integral part of theze financlal stalements

BDO

FE : :
B 24 '@3 14:18 807 623 5324 PAGE .




307 467 14iMo- 3283 P S/

ArSpotE o ALarertoGaATSLY
CAP3 ( Clre) xo GAseprs OF
HE 7 4/

ok W s ] TRy WA AN AV AV R MLV WA A

The Corporation of the City of Kenora
Kenora Municipal Telephone System (KMTS)
Statement of Cash Flows

Enr the year ended Decemher 31 2001 ~2000
Cash flows from operating activities
Operating surplus (deficit) for the year $ 321747 $ (131,246)
Adjustment for
Amortization L3RG ARTA 1299 818
1,688,423 1,168,572
Changes in non-cash working capital balances
Accounts receivable (883,973) (480.979)
Due from City of Kenora Revenue Fund 1,285,449 (632,007)
Prepaid expenses (3,362) (88,387)
Accounts payable
1.765.515 953,556
Cash flows from investing activities
Net additions to capital assetls (2.029,385) {1.060.507)
Cash flows from financing activitles
Proceeds from long term dabt 226,829 -
Increase in employee future benefits 14,788 141.404
248 617 141,404
Increase (decrease) in cash and cash equivalents
during the year (25,253) 34,453
Cash and cash equivalents, beginning of yeer 14 453 -
Cash and cash equivalents, end of year $ 9,200 $ 34453
Represented by
Cash $ 400 $ 400
Short term investments __8.800 34 053
$ 9,200 $ 34,453

The accompanying summary of accounting poficles and noles are an Integra!
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The Corporation of the City of Kenora
Kenora Municipal Telephone System (KMTS)
Summary of Significant Accounting Policies

Financlal Stataments

Revenue Recognition

Capital Assets

Use of Estimatas

FEB 84 ’83 14:18

The assets, fiabilities, surplus, revenues and expenditures of the KMTS are
accounted for in accordance with accounting principles generally accepted in
the telephone industry. The accounting principles, policies and procedures
are regulated by the Canadian Radio-Television and Telecommunications
Commission (CRTC)

Customers are billed on a monthly basis and revenue is recognized as
earned.

Amortization is provided on a straight line basis, 3t various rates, as follows

Buildings - 5%
Central office squipment - 10%
Slation apparatus and connections -7.5%
Cable and conduit -7.5%
Furniture and equipment -7 5%, 10%. 15%, 20% and 25%

The preparation of financial statemeants in accordance with Canadian

generally eccepted accounting principles requires management to make
estimates and assumptions that 2ffect the reported amounts of assets and
liabilities at the date of the financial statements, and the reported amounts of
revenues and expenses during the reporied period. Actual results could
differ from management's best estimates as additional information becomes
available in the future.

7
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The Corporation of the City of Kenora
Kenora Municipal Telephone System (KMTS)
Notes to Financial Statements

Decamber 31, 2001
1. Capital Assets
2001 2000
Accumulated Accumulated
Cost Amortization Cost Amortizalion
Buildings 3 1,817,323 $ 1,361,881 % 1,781,513 $ 1,317,086
Central office
equipment 10,889,002 7,258,034 10,308,176 6,555,265
Shation apparatus
and connections 5,892,460 3,656,233 5,089,526 3,375,728
Cable and conduit 3,186,792 2,254 551 2,971,680 2,113,083
Furniture and equipment ___ 2,354,285 1,292,084 1,959 072 1,094,945
$ 24140362 3 15822783 $ 22119977 $ 14,456,107
Net book value $ 8,317,579 $ 7.654870

IBDO
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The Corporation of the City of Kenora
Kenora Municipal Telephone System (KMTS)
Notes to Financial Statements

December 31, 2001

2. Employee Future Benefits

KMTS pays certain health and dgental benefits on behaif of its retired employees. Effective January 1, 2000,
KMTS adopled The Canadian Institute of Chartered Accountants new accounting standards for employee
future benefits. KMTS recognizes these post-relirernent cosls in the period in which the employees rendered
the services The change in accounting policy was applied retroactively. The accrued benefit liability was
$110,000 at January 1, 2001 and the expense for the twelve months ended December 31, 2001 was $11,000,
resulting in a future employee benefit liability of $121,000 at December 31, 2001.

The main assumptions emplayed for the valuations are as follows:

a) General Inflation
Future general inflation levels, as measured by changes in the Consumer Price Index ("CPI"), were
assumed at 3.5% in 2001 and thereafter.

b)  Interest (discount) Rate
The obligation as at January 1, 2001 was determined using a discount rate of 6.0%. This corresponds
with the assumed CP1 rate plus an assumed real rate of return of 2.5%.

¢) Salary Levels
Future general salary and wage levels were assumed 1o increase at 2% per annum.

d) Medical Costs
Medical costs were assumed to increase at the CPI rete plus a further increase of 5% in 2001 graded
down to 1% in 2004 and thereafler.

e) Dental Costs
Dental costs were assumed to increase at the CP1 rate plus a further increase of 1% in 2001 and

thereafler.
3 Employee Benefits Payable 2001 2000
Employee Future Benefits (Nole 2) $ 121,000 $ 110,000
Vested sick leave —_—32192 31404

$ 183192 $ 141404

IBDO
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The Corporation of the City of Kenora
Kenora Municipal Telephone System (KMTS)
Notes to Financial Statements

Derember 31, 2001

4, Long Term Debt

Loan payable to the Northern Onlario Heritage Fund Corporation, 2nn1 2000

repayable $65,641 annually plus interest at prime rale payable

quarterly. Matures January 2005 $ 226,829 h Y -

Current portion — B5641 =
$_ 161188 5 .

Principal payments due in the next 4 years are as follows'

2002 $ 65,641

2003 65,641

2004 65,641

2005 29,906
5. Prior Period Adjustment

a) The comparative figures have been revised to reflect the actual Carrier Access Tariff (CAT) Contribution
for 2000 as follows:

The 2000 CAT Contribution has been reduced in accordance with the CAPTS filing of October 31, 2001
and the related CRTC ruling of March 9, 2001, The effect on the 2000 financial statements is an
increase in accounts payable and a reduclion in long dislance contribution revenue, operating surplus
and the accurnulated surplus of $530,323.

b) The comparalive figures have been adjusted to reflect the employees future benefit liability of $110.000,

as at December 31, 2000. The effects on the 2000 financlal statements is an increase in accounts
payable. a decrease in both operating surplus and accumulated surplus of $1 10,000.

iBDO
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The Corporation of the City of Kenora
Kenora Municipal Telephone System (KMTS)
Notes to Financial Statements

Dacomber 31,2001

8. Pension Agreements

The KMTS makes contributions (o the Ontario Municipal Employees Retirement Fund (OMERS), which is a
multi-employer plan, on behalf of 16 members of its stafl. This plan Is a defined benefit plan which specifies

the amount of the retirement to be received by the employees based on the length of service and rates of
pay. The amount contributed 1o OMERS for 2001 was $nil,

1
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Response to Interrogatory
February 3, 2003 CAPTS(CRTC)20January(3-2
Pagel of 2

INFORMATION REQUESTED BY
CANADIAN RADIO-TELEVISION AND
TELECOMMUNICATIONS COMMISSION
JANUARY 20, 2003

According to CAPTS, revenues allocated to the Network category for all
companies have been calculated on the basis of average Network Access
Tariff (NAT) circuits. Provide detailed calculations of average NAT circuits
and total NAT revenues. Provide the results of these calculations, including
the number of circuits and the rate for the years 1999, 2000, and 2001.

The circuits from the equipment records at the end of 1999 and the companies’

Network Broad Service Category information from the supporting calculations of
their Final 1999 Carrier Access Tariffs (CATs) were used to determine the
Network Access Tariff (NAT) rates filed and subsequently approved by the

Commission by Order CRTC 2001-57 on January 26, 2001

Following, as requested, is a schedule of the calculations of the average number of
circuits used for cach of the years 2000 and 2001 and the resulting NAT revenues.
It had been originally presumed that Order CRTC 2001-643 (August 13, 2001)
superceded the need for the truing-up mechanism for the Network Broad Service
Category.

Unfortunately, the information provided in the CAPTS filing of Actual 2001
Phasc Il Results on December 18, 2002 did not rccognize the work done by
Bruce Municipal Telephonc System. Bruce MTS, for the year 2001 was able to
undertake and complete the task of identifying thc monthly circuits and the
appropriate related revenues and therefore it is only Dryden MTS, Kenora MTS,
and Thunder Bay Telephone that have relied on the previously described method
of calculation.

FEB 84 B3 14:12
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Response to Interrogatory
February 3, 2003 CAPTS(CRTC)20January03-2
Page 2 of 2
INFORMATION REQUESTED BY
CANADIAN RADIO-TELEVISION AND
TELECOMMUNICATIONS COMMISSION
JANUARY 20, 2003
For the year 2000
Circuits Bruce MTS Dryden MTS | Kenora MTS ThayTel
Actual = 12/31/01 663(2) 762(a) 576(a) 7,700(a)
For NAT —1999 491(b) 471(b) 279(b) 3,575(b)

24 Month Increase

172(c) = (a)-(b)

291(c) = (a)-(b)

297(c) = (a)-(b)

4,175(c) = (a)-(b)

12 Month Increase

86(d) = (c)/2

146(d) = (c)/2

149(d) = (c)/2

2,063(d) = (c)/2

(24 Mnth incr / 2)
12/31/00 Balance | 577(e) =(b)+(d) | 617(c)=(b)+(d) | 428(e) =(b) +(d) [ 5,638(e) = (b) +(d)
2000 Average S34(D=I0)He))2 | S44(D=[(b)+e)]/2 | 354(D=[(b)+©)/2 4,606
O=[(b)He))2
Revenues :
NAT Rate $41.17(z) $ 4.16(g) $34.75(g) $ 16.26(g)
NAT Revenue $ 263,817 $27,156 % 147,618 $ 298,723
(h=(H)=(e) M)=(Dx(2) (M)=(Dx(e) (h=(f)x(x)
Other Revenue (e () (1) ) $ 75,972(3)
Service Charges :
Total NAT $263,817 $27,156 $147,618 $ 974,695
Revenues () +(@) (h) +(i) (h) +() (k) + (1)
For the year 2001
Circuits Bruce MTS Dryden MTS | Kenora MTS ThayTel
Actua) - 12/31/01 762(a) 576(a) 7.700(a)
12/31/00 Balance 617(b) 428(b) 5,638(b)
as calculated above :
2000 Average 691(c)=[(a)+(b)}/2 | 505 (c)={(a)y+(b))/2 6,669
(©=[(a)+®)}/2
Revenues
NAT Rate $ 4.16(d) $ 34.75(d) $ 16.26(d)
NAT Revenue $ 34,495 ¥210,585 $ 1,301,255
e a ()=(c)x(d) (&)=(c)x(d) (&=(c)x(d)
evenue (le,
Service Charges S 115(0) 8 6460 ’ 18,?63“)
Total NAT $34,610 $211,231 $1,319,518
Revenues (e) Hf) €+ (&)+@®
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CAPTS Response to Interrogatory
February 3, 2003 CAPTS(CRTC)20January03-3
Page 1 of 3

INFORMATION REQUESTED BY

CANADIAN RADIO-TELEVISION AND
TELECOMMUNICATIONS COMMISSION

JANUARY 20, 2003
Q.3
A comparison of the original Phase III calculations and the revised Phase III
calculations show a § 5,037 change in Thunder Bay Telephone’s Average Net
Investment Base (ANIB). Explain the reason for this change and provide any
accompanying calculations.
A.3

For Thunder Bay Telephone, the revised filing of September 13, 2002 showed an
increase of § 5,037 in its Average Net Investment Basc (ANIB) over the original
filing of October 31, 2001. The revised ANIB calculation incorporated in error a
higher amount for Billed Toll Revenue, thereby reducing the amount of excess
working capital. The original calculation for the working capital adjustment was
correct at § 10,250,507.

Pages 10 and 12 of Attachment 1 to the September 13, 2002 filing have been
revised and are included with this response.

FEB B4 ’B3 14:13
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Response to Interrogatory
CAPTS(CRTC)20Jaruary03-3
Page2of 3

ATTACHMENT 1 - PAGE 10R OF 12

[RATE OF RETURN ] 2o
[ 2000R | [ACCESs  LOCAL TOLL  NETWORK OTHER TOTAL |
THUNDER BAY TELEPHONE Revised
Net income (7 585,283) 17.455.962 5475469 510.746 400,669 16,257,563
ANIB 73716755 448794685 7,124387 2,308,312 2,218,249 130,047,168
Achleved Rate of Return 12.501%
Allowed Rate of Return 12.125%
Amount to be Refunded 489,344
[THUNDER BAY TELEPHONE Revised
Net Income {7,585,283) 17,455,962 5,475,469 400,669 15,746,817
ANIB 73.716,755 44,679,465 7,124,387 2,218,249 127,738,856
Achieved Rate of Return 12.327%
Allowed Rate of Return 12,125%
Amount to be Refunded 258 481
[THUNDER BAY TELEPHONE Revised
Net Income 510,746 510,748
ANIB 2,308,312 2,308,312
Achleved Rate of Return 22.126%
Allowed Rate of Return 12.125%
Amount to be Refunded 230,863
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