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Management's Discussion and Analysis 
Liquidity and Capital Resources 

The Corporation performs a valuation at least every 
three years to determine the actuarial present value of 
the accrued pension and other retirement benefa. The 
valuation uses management's assumptions for the 
discount rate, expected long-term rate of return on 
plan assets, rate of compensation increase and 
expected average remaining life of retired m e m k .  
Management believes these assumptions are 
appropriate; however, differences in actual results or 
changes in assumptions could affect employee benefit 
obligations and future credit (income) or expense. 
SaskTel accounts for differences between actual and 
assumed results by recognizing differences in benefit 
obligations and plan performance over the estimated 
remaining lives of the retired employees who benefit 
from the plans. 

46 The two most significant assumptions used to 
calculate the net employee benefit plans credit or 
expense are the discount rate and the expected long- 
term rate of return on plan assets. 

Discount rate 
The discount rate is the interest rate used to 
determine the present value of the future cash flows 
that the Corporation expects will be required to settle 
employee benefit obligations. It is usually based on 
the yield on long-term high-quality corporate fixed 
income investments with terms reflecting the profile 
of the plan members. 

SaskTel determ~nes the approprrate discount rate at 
the end of every year. SaskTel's discount rate was 
5.1 5% at December 31, 2006, down 0.10% from 
5 25% used in 2005. Changes in the d~scount rate 
could have an effect on SaskTel's earnlngs through an 
effect on the projected benef~t obligation. A lower 
discount rate results in a higher obligation, which 
could at some point require additional contributions 
to the plan. 

Expected long-term rate of return 
In 2006, SaskTel assumed an expected long-term rate 
of return on plan assets of 6.75% down 0.25% from 
7.00% used in 2005. This rate is not currently 
anticipated to change in 2007. 

Allowances for Doubtful Accounts 

The Corporation and its subsidiaries maintain 
allowances for losses expected to result from 
customers who do not make their required 
payments. Estimates of the allowances are based on 
the likelihood of collecting accounts receivable based 
on past experience, taking into account current and 
expected collection trends. If economic conditions or 
specific industry trends become worse than 
anticipated, the allowances for doubtful accounts will 
be increased by recording an additional expense. 

Depreciation and Amortization 

Depreciation and amortization is an estimate to 
allocate the cost of an asset over its estimated useful 
life on a systematic and rational basis. Estimating the 
appropriate useful lives of assets requires significant 
judgment and is generally based on past experience 
with similar assets, taking into account expected 
technological or other changes. If technological 
changes happen more quickly or in a different way 
than anticipated, management may have to shorten 
an asset's estimated useful life. This could result in a 
higher amortization expense in future periods or an 
impairment charge to reflect the write-down in value 
of the asset. 

Long-lived Assets 

Long-lived assets, including property, plant and 
equipment, are amortized over their useful lives. The 
Corporation reviews long-lived assets for impairment 
whenever events or changes in circumstances indicate 
that the carrying amount may not be recoverable. An 
impairment loss is recognized on a long-lived asset, or 
group of assets, to be held and used when the carrylng 
value exceeds the total undiscounted cash flows 
expected from use and eventual disposal. Estimating 
the cash flows from the use and eventual disposal of 
long-lived assets requires significant judgment and is 
generally based on current and anticipated asset 
potential, including future technological trends. 
Declines in future cash flow potential or significant 
unanticipated technology changes could impact the 
carrying value and potential impairment. In addition, 
the Corporation cannot predict whether an event that 
may trigger an impairment will occur, when it will 
occur or how it will affect the asset values reported. 





























4 Notes to the 
Consolidated Financial Statements 

accounts receivable and underlying provision for bad debts and the carrying amounts of deferred pension costs 
and underlying actuarial assumptions. The inherent uncertainty involved in making such estimates and 
assumptions may impact the actual results reported in future periods. 

Note 3 -Accounting policy developments 

Accounting changes 
Commencing with the Corporation's 2007 fiscal year, the new recommendations of the Canadian Institute of 
Chartered Accountants (CICA) for accounting changes (CICA Handbook 1506) will become effective. Most 
significantly, the new recommendations stipulate that voluntary changes in accounting policy are made only if 
they result in the financial statements providing reliable and more relevant information and that new disclosures 
are required in respect of changes in accounting policies, changes in accounting estimates and correction of 
errors. The Corporation does not expect to be materially affected by the new recommendations. 

Comprehensive income 
Commencing with the Corporation's 2007 fiscal year, the new recommendations of the CICA for accounting 
for comprehensive income (CICA Handbook Section 1530). will apply to the Corporation. The concept of 
comprehensive income will be to include changes in shareholder's equity arising from items that are excluded 
from net income calculated in accordance with GAAP, most specifically, unrealized changes in the values of 60 financial instruments. The statement of comprehensive income should show net income; each component of 

- revenue, expense, gain or loss that is required to be shown in other comprehensive income; and total 
comprehensive income. The Corporation is assessing the impact of the new recommendations. 

Financial instruments - recognition and measurement 
Commencing with the Corporation's 2007 fiscal year, the new recommendations of the CICA for accounting 
for financial instruments - recognition and measurement (CICA Handbwk Section 3855). will apply to the 
Corporation. These standards establish guidance for the recognition and measurement of financial instruments. 
The standards require all financial instruments within their scope, including derivatives, to be included on a 
company's balance sheet and measured, either at fair value or, in limited circumstances when fair value may not 
be considered most relevant, at cost or amortized cost. The standards also specify when gains and losses as a 
result of changes in fair value are to be recognized in the income statement. The Corporation is assessing the 
impact of the new recommendations. 

Capital disclosures 
The new recommendations of the CICA for capital disclosures (CICA Handbook 1535) will become effective for 
fiscal years beginning on or after October 1, 2007. Early adoption is permitted at the same time an entity 
adopts other standards relating to accounting for financial instruments. The new recommendations establish 
standards for disclosing information about the Corporation's capital (debt and equity) and how it is managed. 
Specifically, information should be disclosed to enable users of the financial statements to evaluate the 
Corporation's objectives, policies and processes for managing capital. The Corporation is currently assessing 
whether it will implement the new recommendations in its 2007 fiscal year. 

Financial instruments - disclosures 
The new recommendations of the CICA for financ~al instruments- disclosures (CICA Handbook 3862) will 
become effective for fiscal years beginning on or after October 1, 2007. Early adoption is permitted at the 
same time an entity adopts other standards relating t o  accounting for financial instruments. The new 
recommendations establish standards for financial instrument disclosure that enable users to evaluate the 
significance of financial instruments for the Corporation's financial position and performance; and the nature, 
extent and management of risks arising from financial instruments to which the entity is exposed during the 
period and at the balance sheet date. The Corporation is currently assessing whether it will implement the new 
recommendations in its 2007 fiscal year. 









rn Notes to the 
Consolidated Financial Statements 

Note 10 - Property, plant and equipment 

Accumulated 
depreclatlon and 

Cost amortlzatlon Net book value 
2006 2005 

(Thousands of dollars) 

Buildings 5261.157 $139,860 5121,297 $120,769 
Plant and equipment 2,178,727 1,613,347 565,380 551,511 
Office furnlture, equipment 

and leaseholds 154.301 81,667 72,634 74,085 
Plant under construct~on 173,656 - 173,656 108,957 
Materials and supplies 16,034 - 16,034 12,211 
Land 9,642 - 9.642 9,54 1 

Depreciation and amortizatron for the year totalled $146,847,361 (2005 - $144,187,564) 

64 Note 11 - Investments 

2006 2005 
(Thousands of dollars) 

Signdicantly influenced companies: equity method 
Streamlogics Inc. $753 $72 1 
675161 Br~tish Columb~a Ltd. 15 15 
Lootah SaskTel LLC 12 

5768 $748 

Included in the above balances is equity method goodwlll of $470,395 (2005 - $470.395), which represents 
the excess of cost of the Investments over the Corporation's share of net book value of the mnvestment. 

Note 12 -Goodwill 

The changes in the cartylng amount of goodw~ll are as follows. 

2006 2005 
(Thousands of dollars) 

Goodwill, beginning of year $18.953 $19.41 1 
Acquired - 530 

Written-down (254) 
Disposed (Note 5) (594) - 
Reclassified to intangible assets (9) (734) 

Goodwill, end of year 118,350 $18,953 









Notes to the 
Consolidated Financial Statements 

Note 18 -Additional financial information 

a) Balance sheet 
2006 2005 

(Thousands of dollars) 

Accounts receivable 
Customer accounts receivable $77,016 $80.135 
Accrued receivables - customer 5,251 5,362 
Allowance for doubtful accounts (5.162) (6,051) 

77,105 79,446 

High cost serving area subsidy 5,894 5,998 
Other 12,519 14,637 

$95,518 $100.081 

Prepaid expenses 
Prepaid expenses $13,581 $11.218 
Deferred service connection charges 5,223 3.433 

68 $18,804 
$14,651 

Accounts payable and accrued liabilities 
Trade accounts payable and accrued liabilities $65,939 $68,617 
Payroll and other employeerelated liabilities 55,725 54,735 
Taxes payable 4.648 6.175 
Interest payable 5.248 5.952 
Other 1,128 1,366 

$132,688 $136,845 

Services billed in advance 
Advance billings $36,089 $34,920 
Deferred customer activation and connection fees 6,595 4,526 
Customer deposits 2,663 2,508 

$45,347 $41,954 

b) Supplementary cash flow information 

2006 2005 
(Thousands of dollars) 

Net change in non-cash working capital 
Accounts receivable 56,551 $(41.699) 
Inventories (1.353) 257 
Prepaid expenses (4.956) (7.756) 
Accounts payable and accrued liabilities (4.995) (699) 
Services billed in advance 3,393 5,591 
Deferred revenues 835 4,632 

S(525) S(39.674) 

Interest paid $30,425 $30,972 





4 Notes to the 
Consolidated Financial Statements 

Note 20 - Employee future benefits, continued 

For employees that retire before the age of 65, but meet other age plus service requirementr, either a reduced 
or unreduced pension may be payable. Pensions are subject to annual indexing with the Consumer Price Index 
up to a maximum of 2% per year. 

The introduction of the ERP for SaskTel resulted in a curtailment to the defined benefit pension plan. The 
impact of the curtailment was to reduce the accrued benefit obligation by $26,596,139 (2005 - $19,108.433). 

Key assumptions used as inputs to the actuarial calculations are: 

Discount rate 
Expected return on plan assets 
Inflation rate 
Expected salary increase 3.00% 3.00% 
Post-retirement index (not to exceed 2%) 100% of CPI 100% of CPI 

70 Pension plan assets 

The table below shows the allocation of pension plan assets: 

Asset category 2006 2005 

Equity securities 55.5% 53.1 % 
Bonds 29.0% 30.4% 
Short-term investments (treasury bills, notes and commercial paper) 8.3% 9.8% . . 

Real estate 7.2% 6.7% 
100% 10O0h 

The table below shows the components of the defined pension plan cost: 

2006 2005 
(Thousands of dollars) 

Current service cost - defined benefit plan S(7.480) $(7,839) 
Interest cost (52.241) (51,879) 
Expected return on pension plan assets 59,455 57,429 
Special termination benefits costs (43,399) (29.666) 
Amortization of net transitional asset 11,651 11,677 
Amortization of past service costs (4.220) (4.957) 
Amortization of actuarial loss (6.307) (13,708) 
impact of settlement (2.133) 

Net pension cost S(44.674) S(38.943) 

Effective April 5, 2006, the Corporation received approval from the Office of the Superintendent of Financial 
Institutions to settle the Navigata Communications Inc. Pension Plan, governed by the Navigata 
Communications Partnership. During the year, the Corporation has funded $2,610,204 and incurred costs of 
$2,133,034 related to the settlement. 





rn Notes to the 
Consolidated Financial Statements 

Note 20 - Employee future benefits, continued 

b) Defined contribution pension plan 
The defined contribution pension plan requires the Corporation to contribute 6% of employees' pensionable 
earnings and employees to contribute a minimum of 4% of pensionable earnings. The total cost for the 
defined contribution plan is equal to the Corporation's required contribution. The Corporation's 2006 pension 
cost and employer contributions for the Public Employees Pension Plan are $1 2,651,201 (2005 - $1 1,898,825). 

C) Service recognition defined benefit plan 
The service recognition defined benefit plan provided a retiring allowance of two days salary per year of service 
which is payable on retirement. Based on the Collective Agreement between the Corporation and the 
Communications, Energy and Papemorkers Union of Canada, ratified April 22, 2005, the service recognition 
defined benefit program was curtailed effective March 19,2005. Employees will no longer earn two days pay 
per year of service, however will continue to earn incremental pay increases for the earned service at March 19, 
2005 until retirement. Key assumptions used as inputs to the actuarial calculations are: 

2006 2005 

Discount rate 4.60% 5.20% 7 2 Expected salary increase 3.00% 3.00% 
Estimated average remaining employee service life 14.1 y e a n  14.1 years 

Current year benefit cost 2006 2005 
(Thousands of dollars) 

Defined benefit service cost $1,360 $2,663 
Impact of curtailment 7,452 

Accrued benefit obligation 2006 2005 
(Thousands of dollars) 

Accrued benefit liability $19,432 $21,019 

Note 21 - Related party transactions 

Included in these financial statements are transactions with various Saskatchewan Crown corporations, 
departments, agencies, boards and commissions related to Crown Investments Corporation of Saskatchewan 
bv virtue of common control bv the Government of Saskatchewan, non-Crown corporations and enterprises 
subject to joint control and significant influence by the Government of Saskatchewan and investee corporations 
accounted for under the equity method (collectively referred to as "related parties"). 

Routine operating transactions with related parties are settled at prevailing market prices under normal trade 
terms. These transactions and amounts outstanding at year-end are as follows: 













Corporate 
Governance 

Authority 
SaskTel is a Crown corporation governed by 
The Saskatchewan Telecommunications Ho/ding 
Corporation Act, and subject to the provisions of The 
Crown Investments Corporation Act, 1993. The Crown 
Investments Corporation of Saskatchewan (CIC), as the 
holding company for Saskatchewan's commercial 
Crown corporations, has authority t o  establish 
direction for SaskTel related to certain matters set out 
in legislation. 

Through the Chair, who is an independent director, the 
Board of Directors is accountable to the Minister 
Responsible for SaskTel. The Minister Responsible is a 
key communications link among the Corporation. CIC, 
Cabinet, the Legislature and the public. 

Board Appointments 
The Lieutenant Governor in Council appoints members 
of the Board, and designates the Chair and Vice Chair. 
Directors are appointed for a fixed term and their 
appointments can be renewed at expiry. There are 
twelve (1 2) members on the Board. 

Key Accountabilities 
The Board of Directors is responsible for supervising the 
management and affairs of the Corporation. While 
focusing on the strategic leadership of the 
Corporation, the Board delegates day-to-day 
operations to management and holds them 
accountable for the Corporation's performance. 

The Board dixharges its responsibilities directly, by 
delegation to management and through Committees of 
the Board. There are four Committees of the Board: the 
Audit Committee; the Corporate Growth and 
Technology Committee; the Environment & Human 
Resources Committee; and the Governance Committee. 

Corporate Governance Practices 
The SaskTel Board has implemented a comprehensive 
set of governance practices and is committed to clear 
disclosure of its governance practices in accordance 
with current best practice disclosure standards. 

On June 30, 2005, the Canadian Securities 
Administrators (CSA) National Policy 58-201 on 
Cor~orate Governance Guidelines and National 

Instrument 58-101 on Governance Disclosure Rules 
came into effect. The CSA standards supercede the 
Toronto Stock Exchange Corporate Governance 
Guidelines, which the Board has used previously to 
assess its practices. The Governance Committee has 
reviewed the Guidelines with a view to adapting the 
Board's governance practices to the guidelines, where 
effective and beneficial. Although SaskTel is not 
required t o  comply with the CSA governance 
guidelines, the Corporation has used them to 
benchmark its corporate governance practices in the 
following section. 




































