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Structure of the Split Rate Base Statements

The Income and Average Net Investment Base Statements are outlined in:

Table 1 – Split Rate Base Average Net Investment Base Structure
Table 2 – Split Rate Base Income Statement Structure

The annual Split Rate Base (SRB) results for the company have been developed as described in the Split Rate Base Model Description (this section). The format of results presentation is as shown in:

Table 3 – Split Rate Base Income Statement ($ 000)
Table 4 – Split Rate Base Average Net Investment Base Statement ($ 000)
Table 5 – Split Rate Base Return on Average Common Equity
Table 6 – Split Rate Base Capitalization Report ($ 000)

Table 7 – Split Rate Base Distribution of Common Expense ($000)

Table 1 – Split Rate Base Average Net Investment Base Structure

LINE #
LINE ITEM
SUB LINE ITEM

1
Telephone Plant


2
DEDUCT: Accumulated Depreciation


3
NET PLANT INVESTMENT
(L1+ L2)

4
DEDUCT: Deferred Income Taxes


5
SUB-TOTAL (LINES 3 - 4)
(L3 - L4)

6
Plant Under Construction


7
Materials and Supplies


8
Investments in Subsidiaries & Affiliates


9
Working Capital


10
Long Term Receivables


11
Other Deferred Charges - Net


12
SUB-TOTAL (LINES 6 TO 11)
(L6+L7+L8+L9+10+L11)

13
NET INVESTMENT BASE, PRIOR TO



   ADJUSTMENTS (LINES 5 + 12)
(L5 + L12)

14
Earnings Adjustment


15
Regulatory  Adjustment


16
Averaging Adjustment






17
AVERAGE NET INVESTMENT BASE
(L13+L14+L15+L16)

Table 2 – Split Rate Base Income Statement Structure

LINE #
LINE ITEM
SUB LINE ITEM

1
OPERATING REVENUES


2
Telco Equal Access Services


3
Telco Start Up


4
Telco Contribution


5
Telco Use of Facilities


6
TOTAL REVENUES
(L1+L2+L3+L4+L5)






OPERATING EXPENSES


7
Depreciation and Amortization


8
Salaries & Benefits


9
Operating Expenses


10
General & Admin


11
OTS Adjustment


12
OPERATING EXPENSES
(L7+L8+L9+L10+L11)

13
Telco Equal Access Services


14
Telco Start Up


15
Telco Contribution


16
Telco Use of Facilities


17
TOTAL EXPENSES
(L12+L13+L14+L15+L16)

18
NET OPERATING REVENUE
(L6 - L17)






OTHER INCOME


19
Dividend & Misc. Income - Net


20
Interest Earned


21
TOTAL
(L19 + L20)






OTHER EXPENSES


22
AFDC


23
Other Interest Expense


24
Amortization of LTD Expenses


25
TOTAL
(L22+L23+L24)






FINANCIAL EXPENSE


26
Interest on Long Term Debt






27
NET INCOME BEFORE INCOME TAXES
(L18+L21-L25-L26)





28
Income Taxes


29
NET INCOME
(L27-L28)

30
Earnings Adjustment


31
Regulatory Adjustment


32
NET INCOME TO COMMON
(L29+L30+L31)
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Split Rate Base Model

1.1.107 Introduction

The SRB results are prepared in accordance with the directives of Telecom Decision CRTC 95-21, Implementation of Regulatory Framework - Splitting of the Rate Base and Related Issues, (Decision 95-21). In Decision 95-21, the telephone companies were directed to file SRB results for the Utility segment, Competitive (later renamed Other) segment and total Company in the format outlined in Attachment B of that Decision. The reports to be included in the Company's filing of SRB results are as follows:


SRB Income Statement


SRB Statement of Average Net Investment Base


SRB Capitalization Report


SRB Return on Average Common Equity

In addition to filing the reports outlined above, on page 72 of Decision 95-21, the Company was directed to file a supporting schedule outlining the assignment of Common Costs to the Utility and Other segments.

In a letter dated December 18, 2000, the CRTC approved the Company's proposal to develop a common SRB financial statement presentation for use by the Aliant group of companies.  The aforementioned reports have been modified to reflect the approved changes.

1.1.108 Description

Since the inception of Split Rate Base reporting, the Company has been using a spreadsheet model to assign Common expenses and investment and to apply required regulatory reporting adjustments to derive SRB segments for Split Rate Base results. 

The Company’s SRB Costing Model will assign revenue, expense, and investment directly to SRB segments.The Company will continue to use the spreadsheet model for deriving its Split Rate Base (SRB) Results reporting.

The following general conditions are in effect for the SRB Reporting Model:

1. Entrant Carrier Access Tariff (CAT) revenues are assigned by Product Identification codes  within account 500800 Other Revenue in Study 125.

2. Transfer Pricing Revenues are assigned in the spreadsheet model as follows:

Telco Start-up –  “Start-up” component of the CAT rate is applied to the Connect minutes and the resulting dollars are assigned 100% to the Utility SRB segment.

Telco Equal Access Service – The “Switching and Aggregation” rates are applied to the Connect minutes. The Telco 800 Message rate is applied to Telco 800 Messages. The PIC Change Charge is calculated.  The resulting total dollars from these calculations are assigned 100% to the Utility SRB segment.

Telco Contribution revenues are assigned by Product Identification codes within account 500800 Other Revenue in Study 125.

Telco Use of Facilities – Includes the Operator Handled Surcharge and revenues from services provided to the Competitive (Other) segment of the Company.

The offsetting Transfer Pricing expenses relating to the above  revenues are assigned 100% to the Competitive SRB segment.

3. SRB Common expenses and investments are assigned in proportion to the Operating Expenses of Utility and Other Segments. Operating Expenses for the purpose of this calculation include Total Operating Expenses, OTS Adjustment, and Transfer Pricing Expenses.

1.1.109 Operation

Operation of the SRB Reporting model is as follows:

1. A data range(s) is populated with the appropriate revenue/expense/investment data.

2. A data range is populated with the actual Company level data for:

Adjusted Average Common Equity (ACE): adjusted for all Regulatory requirements

Approved Start-up Rate

Approved Switching and Aggregation Rates

Dollar value for Entrant Carrier Access Tariff (CAT) general ledger accounts:

500800 Other Revenue

Product 811000 Contribution Revenue

Product 811100 Switching Recovery

Dollar value for Telco Carrier Access Tariff (CAT) general ledger account:

500800 Other Revenue

Product 811001 Restatement Contribution Revenue

Telco Connect Minutes

Telco 800 Messages

3. The SRB Costing Model output is translated into an interim SRB line item statement format and an Operating Expense ratio is calculated for use in the assignment of Common expense and investment.

4.  The SRB Common expenses/investments are assigned to the Utility and Other categories in the interim SRB line item statement in proportion to the “operating expense” ratio .

5. The values developed for Utility and Other segments are used to populate the final SRB Income Statement output format. 

At this stage, the model has completed all the computations and formatting required for normal reporting of actual SRB results.

Split Rate Base Statements Format

Table 3 – Split Rate Base Income Statement 

Line

UTILITY

SEGMENT
OTHER

SEGMENT
TOTAL

COMPANY

1
OPERATING REVENUES




2
Telco Equal Access Services




3
Telco Start Up




4
Telco Contribution




5
Telco Use of Facilities




6
TOTAL REVENUES











OPERATING EXPENSES




7
Depreciation and Amortization




8
Salaries & Benefits




9
Operating Expenses




10
General & Admin




11
OTS Adjustment




12
OPERATING EXPENSES




13
Telco Equal Access Services




14
Telco Start Up




15
Telco Contribution




16
Telco Use of Facilities




17
TOTAL EXPENSES




18
NET OPERATING REVENUE











OTHER INCOME




19
Dividend & Misc. Income - Net




20
Interest Earned




21
TOTAL











OTHER EXPENSES




22
AFDC




23
Other Interest Expense




24
Amortization of LTD Expenses




25
TOTAL











FINANCIAL EXPENSE




26
Interest on Long Term Debt










27
NET INCOME BEFORE INCOME TAXES










28
Income Taxes




29
NET INCOME




30
Earnings Adjustment




31
Regulatory Adjustment




32
NET INCOME TO COMMON




Table 4 – Split Rate Base ANIB Statement ($ 000)

Line

UTILITY
OTHER
TOTAL

COMPANY

1
Telephone Plant




2
DEDUCT: Accumulated Depreciation




3
NET PLANT INVESTMENT




4
DEDUCT: Deferred Income Taxes




5
SUB-TOTAL (LINES 3 - 4)




6
Plant Under Construction




7
Materials and Supplies




8
Investments in Subsidiaries & Affiliates




9
Working Capital




10
Long Term Receivables




11
Other Deferred Charges - Net




12
SUB-TOTAL (LINES 6 TO 11)




13
NET INVESTMENT BASE, PRIOR TO





   ADJUSTMENTS (LINES 5 + 12)




14
Earnings Adjustment




15
Regulatory  Adjustment




16
Averaging Adjustment




17
AVERAGE NET INVESTMENT BASE




Table 5 – Split Rate Base Return On Average Common Equity


UTILITY
OTHER
TOTAL

COMPANY

Net Income To Common ($000)









Average Common Equity ($000)









RACE (%)




In the statement of Return on Average Common Equity, the values for Net Income To Common are extracted from the SRB Income Statement while those for the Average Common Equity are extracted from the SRB Capitalization statement.

Table 6 – Split Rate Base Capitalization Report ($ 000) 


UTILITY
OTHER
TOTAL

COMPANY

Average Common Equity









Average Debt









Average Capitalization




In the statement of SRB Capitalization, the values for Average Common Equity and Average Debt are extracted from the Company’s Regulatory results and assigned to the Utility and Other SRB segments in proportion to the distribution of the ANIB.

Table 7 – Split Rate Base Distribution of Common Expense ($000)


OPERATING

CAT
TOTAL


EXPENSES
OTS
PAYMENTS
EXPENSES







UTILITY











COMPETITIVE











TOTAL











PERCENT OF COMMON TO UTILITY





The ratio used to assign Common Costs by segment is developed as the sum (prior to the allocation of Common Costs) of Total Operating Expenses by segment, OTS Adjustment by segment and CAT Payments by segment divided by the sum of total Company Operating Expenses, OTS Adjustment and CAT Payments.
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