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SASHMATCHEWAN'S COMMUMNICATIONS COMPANY

“They understand
the business, they've

been in it for a long

time, they know

Saskatchewan.”™ -

Jobe Dorlon, SaskTel cusiomer,
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FINANCIAL HIGHLIGHTS

Local service challenge —
accesses per kilometre of network
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Operating Revenues
(Millions of Diodlars)
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SASKTEL 15...

The lzading full service communications company in Soskotchewan, praviding voice, date,
Inernet, text and messaging services over o digital netwerk, s well os cellulor, paging, ond

Fleetme S00 service through its SackTel Meobility division,

A hekting seexenty Mol meinaryes nciansingly, Shariid S o pemctimalaly §1:2
killion. The holding company allows us to subdivide sur business into disfinct subsidiares and
invesimeants. This struchwe keaps the core telecommunicotions company we refer to os Sasklel
seporale from our diversified portfolio, inclding SaskTel Mohbiliy, and Sosklel Infemational,

o wheliyowned subsidiany which pursues diversification initiatives around the werld,

A provingial Crown corposation thal hos been delivering firstrobe telecommunicotions to the
peaple of Saskatchewan b 8% years. We enjoy the challenge of serving the diversity of needs,
aspirations, and oullural backgraunds presentad to us by aur more thesn 450,000 business and

resicantiol cuslomen.

A workiorce of 3896 employess. Soklal people lve ord werk in communilies throughout
Saskaichewan sa that we can deliver the best communications products and sendces to every

comer of the province,

A provincewiche, alldigial network thet links Saskoxchewon's 12 cities with mere then 670
smaller communities and their surresnding nerel areas, induding mere than 70,000 farms, Cur
netwark — ene of the first on the continemt te go alkdigitel — sarves over G0F,000 network access

lines froughout the previnee’s 652,000 squore kilometres, bringing the world o our customers,
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our key to building

customer lovalty.




LETTER ©OF

TRANSMITTAL

Reginn, Saskatchewsn
Mewch 31, 1997

To Flis Henour
The Honourable J.E M. Wabe
Ligyrenane Governey of the

Provinee of Saskatchzivan
Dear Lieutenant (Govermor:

I hawve the honows to submit herewith
the annual report of SaskTel for the
sear ending Decentber 31, 1996,
inchiding the financial statements,
duly certifivd by audiors for the
corporation, and in the ﬁmn approved
by the Treasiry Board, all in
accordance swith The Saskatchewan
Telecommunications Holding
Corpovetion Act.

Respectfully submitted,

Hon. Cural Teichrod:
Minister responsible for SaskTel
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SASKTEL'S VISION & VALUES

Qur vision

SgsiTel will be o highly compeitive business, commitied ko delivaring oulstonding customer serdca
and valwe while mainioining cur commitment te eocial responaibility and good cilizenship. As a
leader In technology, we will anlicipole ond WGl cur custemers’ needs for costeltective

communioalicas solulicns.

Colesfively, cur peogle will be diverse, creative, llexible and highly skilled, ceceping cnallenges
and generaling personal and corporale suceesses Thab will aliow all of us o realize increased joi

solisfaction and sscurity.

Ve will achisve engaing market and findncial suctasses by wedking as ene team focused
en excellance, Sosklal will grew picfitatly and diversify beth in Soskoichewen and e werld,
delivaring the berefits of advanced commuricalions b cur cusiomers end thair communifies, our

smphoyess, cwners and pailners.

Sur values

Honesty, integrity and nuitnal respect

At the bose of all aur beliels i= honesty, integrity end mutual respect. These ore inherent in

evenihing we do and soy,

Open commronication

Cigen communication will creale an aimesghere of fistand common purpese, Only threugh epen
communicaion: and clearty skaling our values will the acceptoble bshaviers be known ang
understood in our erganizafion. Ve believe open communication will foster autenomy and an
enlepeneutol spirl cmeng our employeas.

Excellence

We balieve SoskTal will be suscessiul through escellence:

s Ewcellence in sendng our customers by providing wvalue through  price,  quoliby
angd =evice. :

= Eucellence lrom avery persen ol Sasklel thraugh living cur valises,

+ Eroallence inour business frotgh inntvalive products and progesses suppording our coshames

SEIVICE,
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Minister's & President’s Joint Address

SaskTel — Saskatchewan’s
communications company.

Nf:]li- {1 d'f:]‘?; QC}ES b‘}f at SeskTel witheul o lecst ane reminder that our cuslomers are

inferested in the direcion of this corperation. By leter, fox, email, telephone, and in person, we hear
your cancesns, comments, ond ideas. Through this process, SoskTel pecple maintain a dialogue with fhe
poople of Sadkalchewan, a dialague that ever the years has helped us sty in touch with the reeds of
our customars. Whet is more, we have come lo realize fhot there is strength in this galhering of voices.
These contacts with our customers arise from o bond vnparalleled within the teleccmmurications

indusing — of core and interast between Sasklal and the peope we seme.

1996 will be remembered os the year lang distonce compatifion onved In Saskatchewan. We
befiewe that it will alse be remembered os the year SaskTel, in the fece of mounting pressure from new
compefitors, confimed s role os “Saskalchewan's communicorons company.” Everything we know
about the sills end commitment of our pecple lecds us 1o belleve that we will confinue wirning e ligh

for long distance collers.

In the face of intense competiion and cdverising from lorge outchprovings elecommunications
companies, we want o be sure thot Soskatchewan pecpls reclize whot separates SaskTel fom the
crowed, SaskTel remains a Crown corparation serving the relativiely small ond widely dispersed community
that makes up this province, Cur employeas, 3,896 stiong, ore yow frends, relabves, and naighbours.

Wheon vou pay vedr SaskTal bill, the money doas not go o Tororta, o Halilax or Mew Yark. It stoys
home, in Soskatchewan, In fogt, Sadkdel's profitability and finonciol weltbeing ore in many ways bound
up with the walkbeing of your houssheld. Much of our profit goes back inlo providing you with the best
sommunicctions the world can offer. A lerge share s poid cut 03 o dividend to the province, helping o
ooy down dett end fund health, education, and economic ond socicl development in this province. Add
o this SaskTel's direct sontribuiions, through corporate sponscrships, fo the sodial ared evtivwel fabric of this
provinee, and vou will see that we are different from cur competitons, becouse we ore Soskalchewan's

COMMUNICCNIoNS Company.

The foundation ypon which SeskTel hos built it relaionship wit is customers and the communities of
Saskatchewan is its stong bolance sheel, In 1996, SaskTel's finoncial resubs furned out i3 be stronger
then enyane would hove predicled o year age. The year before, excluding the gain hom our sole of LCL
Ceble Communications id., net incomz from the core of cur business actually took a drop. Ve expected

a similar decling in 1996, However, this did not hoppen, for everc] reosons.

SadkETEL

SaskTel’s profitability
and financial well-
being are in many ways
bound up with the

well-being of your
household.
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Minimizing market loss

will require hard work,
shrewd decision-
making, and leadership
— the very qualities
that have helped
SaskTel to succeed in
an industry that is
about as predictable as
prairie weather.
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First, despite o furthar diop in long distonce prices, the revenues wa receive from long distonce colling
in Soskatchowan acually increased by 10%, tharks in part to the great succass of our Real Flus Exire™
savings plan, which has spurred an increass in long dislonce calling, Second, our interprevingial leng
distance revenues rose as wel, he first increcse we have hod in this colegory for six yeors, Thid, o
stronger ecenomy in the provinee increosed our local sevenues, poriculary in anhonced locol senvices
ond the husiness secior. Fouth, ence ogoin we enjoyed significant reverwes fram our diversitied

cperafions, incleding Sosclel Intemational and Sasklel Motility.

i, cur sclid perfermance in 1958 will not shield vs from the realties of headdohead competition
in 1987 and in years ko corme. In the last two months of the year, Sadidal lelt the Rl brunt of compefition
when new sendce providers begon o Blilz of cur customers 1o secwe o shore of the long digtonce market.
We have done well o dale, reioining the lion's share of cur custormans, and winning back o loge
percentoge of thase who inifially swithed fo other comieis. However, we con expect fo foce new
opponents in fhe local service market within hwe years, As well, the climete in which SaskTsl operales

could change, with possicle CRTC reguiation in 1998 or 1999,

In the immediate fulure we con expect o lose some long dislance market share and revenues. As
anyons who cperalas o business in @ highly competilive morkel knows, this is a fact of lifz, Minimizing
market loss wil reguire hard wark, shrewd decision-making, ond leadaship — the very qualities inal hawe

helped us o sucosed i an indusiny that is about as predictable as praitie weother,

Diversified reverve frem the spections of SaskTel Infenationa’ and SeskTel Mability will continue to
keap e batiom line healthy as we foce furher erosion of cur raditional revenues. Bul diversification
glone will net be enough to oifset ory substandal decline in eomings from long digtance.
Telecommunication cempanies ooress Conada have had to raise local service rotes to make up for lost
long distance prefits. At the some time, our compatitors will sesk te pay lower conrbufion rates — the
subsidy all lang dislance corriers moke towords local service. As well, SoskTel's share of interpronincicl
long distonce revenue will diop in 1997 Like oll ofer telecommunications firms in MNorh Amarica,
SackTel will continue laoking for woys 1o reduce costs, creale efficiencies, ond bring rates for certain

services in line with the costs of providing them,

SaskTel's local rates, froren since August 1993, remain the seoend lowest in Canada. In fect, as of
January 1, 1997, the notionol ovaroge rotes for resigentiol single line service were 16 - 26% higher thar
Sasklel's average rale. Despile freszing local raies, SasitTel hos reduced mary long diskance raes by

aver S0% since 1900, in oddition to cur competilive long distanes savings plans,

In 1994, SaskTel also experienced the first full s2ale sirike in its BSyear history, After a long period
n."ne_{.;-:'_‘ul:ﬂ.'i:nn to orrive af o sulioble ogreement, lalks between union ond monagement, unforlunately,
broke down, The unionized workers went out on strize on April 10, ond retened to work 21 doys koter
after approving o new confract offer. We oporecicle our customens” ooience end support during this
cariod. As well, we would lke to recognize SaskTels monagers for puting in long and hord o 1o il
the void lelt by e siriking union members. Thanks cke 1o the SodkTel locels ef the Commurications

Frergy. and Poperworkers of Conode [CEP for their epenness and cocperction ot the bargaining table

r:\l:.-.ll.l



and throughout the strike. Employees, monagement, and executive have all learned from the experience,
and deserve proise for the choracter and integity they showed during this difficult period. Industrial
rlations of SoskTel must become one of our competitive strengths. In the coming year, we will be working Sask Tel’s successes in

1996, detailed

hard 12 continue building cur relationships with cur employees and the CEP.

In plecing o renewerd focus on pecple, SaskTal has absa affimed s coalinued commitmant 1o
promofing diversity within cur corpomle shuchure. By ensuring that we reflect the diversity In cur customer thmughuut this anmual
report, would not have

bose, we become o better employer ond o befer copotion, occessible o oll people within

Saskechewan sociaty,

Toke o good look ot the services and projects we highlight in the following poges. The people you been possible without
will read about in this report e iving testimony to the bond betwoan Sashalchewen people and
Saskochewon's communicalions company. Consider aur senvices — SimphCne™, Intemet for Schook, the dﬂdx”t“}“ and

Sympatice™, and ZoskTel Beyond, Toke o look ot owr sevings plans — Rec! Flus Exra™ ond Advanioge

o , determination of our
Select™, Bvaluate our customer sendoe Improvements — the new Bill, ‘our Customer Care Centres, and
extended hours of service. Eocch were created in response to the needs of our customers wha have asked
o e talented employees,
vs lor simpla, innovolive sevice of competitve prices. If we continue respondirg 1o customer needs in
this sy, wie e confident that SaskTel will cubshine all comers in this markes, In shart, i we can simplify mtﬂgm team,

our customers’ world, we will remain Saskolchewan's communications company.
executie memhm‘s,
saiklel's succasses in 1904, delpiled Iheoyghout this annual repen, would not heve been possitre

without the dedication ond dafermination of our telented employess, moncgement teom, executive and Board of Divectors.
membars, ond Board of Direciors. To oll of them, we extend our sincere aporeciolion, A the some time
wi thank you, cur customens, shoreholders, and padtners — the people we seve ond the people we
must ‘answer ko — for your support and interest in ow operalions duting the post year All that
we envisien and oll that we undencke depends wpon our ability to continue eaming wour confidence

ong faith,

Haonourable Corg! Teichrok
Boord Chair and Minister responsible for SoskTel

| i
st

Lonald B Ching
President and Chiel Execulive Officer
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Services to meet all of your
communications needs.

service
[stir'vis) m
A helpful act, funcrion,
or kibour coneributing

routhe well-beng of others,

Increosingyy kedoy, SockTel costomers want communications teols that con trovel with them wherever
they go. In o provings where people drive leng distances daily to gef to where they need to be, the
cefulor phone is becoming a standard for businesses ond householgs, That standard would not exisl

withoul the weork of SaskTel Mobility, Soskaichewon’s leoding provider of cellular and  mobile

Mobility’s customers

enjoy the most

communications systams_ In December of 1996, SostTel Mobility signed vp its 100,0008 customer.

Donna J'“'”T;dl“;’ Mﬂmn{. Mow onz in 10 Saskatchewan residents use celluor service on SoskTel Mokelity's netwark. This landmark
g II :l I.h:lms::rgl I Hustrates Mabilin's suecess in achieving the second highest rate of market penatration amang Mobilit

Cenada member comparies. Mobidlit's customers erjoy the most extensive callular coverege in
Saskotchewan — expanded agein in 1996 ond now stretching 105,000 square kilomelres beyond any
compatilar’s coverage area — and con room outside of Soskowchewan's barders afferdably, thanks 1o

alliances with Maokility Canada members and vedous American cebuler canies.

-] SAAK LELSISY6 A NLU AL REPOET



In 1996, Makility expanded its coverage lo indude Oulleok, Hudsen Bay, Preecevills, Spiribwocd,
Porcupine Plain, Watrous, Scuthey, Roymons, and Maicom.

SaskTal Mobility's wireless communicofions selitions alsa inchedz poging, scellle communicetions,
and FleetNet 800 tunked moksile radic systems. In addition, Mobility hos been licensed by Indusiry
Conada ta inreduce emeging wieless technologies such oy hworwoy poging theough narowbend

Parcacl Communications Semicos PCS) and breadband FCS for digiml communications

The succets of SakTel Mobility is o key pont of SaskTel's overall effon 1o oddress e customer’s 1olol
commuynicalions needs. Here is o story about an application of wircless technolegios that is making o

differance 1o ane husiness and the housands of people they senve.

A farmer burrying to get the last of his cancla off the fields and inie the bin ol bis form notheost of
Brince Albert radics 1o his wile thot he leels a fightening in his chest, a poin in his lef! arm. He loses
consciousness alter kelling her what field he is working in. She guickly colls the rral emegency number
far ar ambulonce, and lells them the Jand lscalion.

The norbcential Emesgency Dispaich Cante in Prince Albert handles the coll and immediately enlars
the land losation fato their GPS [Global Fositioning Systemtbased Rural Mopping system. Af the some
time the dispatch omendont vses their stleofRheun FleetNe! B00mMe tunked radio communicaticn
systam, leased fom SastTal Mobilly, to dispatch an ambulance from the emergency servize necrest 1o
the man in fraums. The embulznce oftendants hit the road ond enter the land location info their onboard
computers, oo equipped with GPS sofware. The compulers of the emergency dispaich centre and in
the ambuloncs communicaie with o satelife fo irack and display instantanenusly the locatier of the man

in frauma, the lecation of the ombulonce and the route batwean the o,

The GFS mupped route quickly leads the ambulance to the fiald wehere the farmer lies wreonscious,
Using FleeiMet 800 mdio to communicale with the emengensy onit in Pince Albert's Victorio Hespifa,
the ambulance oftendants quickly iransher the man o fhe ambuwonce and head for the hospiral. En route
they wn o fes) colled o “welverlead field EKG™ on the patient’s cireulatary sysfem. They dovenload e
fest resulls vie Fleoet 8OO radio iy the dectars in the emergency unit, The dociors immedictely make o
diagrosis and, agoin using FleetNet, advise the ombulance afendants of teatment they can adminisier

i1 Nonsporl,

This seenario is not o technordream of the distent fussre; it is bosed on an actal pilot project that
began in 1996 in nohrcental Saskatchewan. The tricl, esting curenty aweilatle technelogies, wos
by @ family cwned embelonce business in Prince Alben, in parnechip with SaekTel Mobility end cther
lechnology suppliers such s Soo Mopping and Physio Contrel. According to Barry Dutchek, president
of Patklond Ambulence, this kind of early reatment ond response for cardiae petients, within the first hour
al symplon onset, can make the difeence between lte ond decth.

Working closely with SoskTel Mebilty in 1996, Poklond Ambulance apened its new $100,000
Emergency Dispatch Centre to begin disperching ombulance and rural fire Tighting services throughout

much of narthcential Sackatchawan, all frem ore secure and technologicallpoevanced contral centre.

EaskKkTEL

The success

of SaskTel Mobility
is a key part

of SaskTel’s overall
effort to address

the customer’s

total commumication

needs.
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Dahlila Moldenhauer
and her son Darren,
SaskTel Mobility's
100,000th customer,
received a special
promotional package,
including a free
celhilar telephone,
one year Liberti plan,

and a $500.00 credit.

H ASETEL 1%9%0 ANNDAL

The backbone of such o huge undedoking is ils communications, and there is no befler mobile
communicaticns system than Fleeier's 800 mHz tunked rodio network finked o o Maestio cenlisl
dispatch base sistion, Without the FleetMet tachnelogy, offered in Sastotchewaon onby by SaskTel

Mability, this odvangec iife-s::x-ing; infrastpsire woold not be p-m:ii?‘:.!e.

For the peoole whe live in the health disticks covered b}- the dispalch cenire, inc|';:"r.5:;| commun e
o5 fardlung os lac la Ronge, Big River, and Palican MNonows, having the FlestNatbased emergency
communicolions sysiem hos meont foster, beter cccess lo emergency senvices. For Porklond, the
parnership witt SackTel Maobility hos meant an enlirely rew way cf doing busicess. Barry Dutchak:
"Becouse of Fleetet and the Maestio system, we can dispalch aow for e whale region. I hos cpened
uo new doors for us fo expand from an ambulance company fo being an emergency dispatch cenire for

@ région ol includes six lage health disiricts. Cwr close w:-rking relationship with SaukTel hos alowed

us o beroma leaders in this field "

HEFORT
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Eilt'!plifying your world.

 SaskTdl's customens experenced competition for their leng disance dollers for the first iime in 1696,
mmmmmﬁhmnmﬂtdhhmﬁnwwﬁdﬁamrn-:spm*-upltw
Snskn'h:!-.mn inng distance market in 1‘?‘?& ensuring consisiency with the rest of Canada.

satos over the past six yeais, and in intreducing long distance Fl-msjc:l meet the needs of Sotkolchewon
f customers. In foct, SaskTﬁmmdmmdlmhgdlsm“mmmbymmﬁm 1990, Now
that long distance competiiion is here, o long distance plons will continue to evalve in response to
sustomers’ neads. '

g I
ok

? ' " We understond Saskatchewan encugh o know that & “one size fits oll” opproach 1o pricing is not he
i - mﬂf.h_hﬂpﬂurmww. Cur Real Flus Eﬂﬂ""‘&w‘i}gﬁ_ Flan is dﬁignﬂdspecﬂ'imi}rwiﬁﬁm
residentiol customer in mind. Similory, SoskTel Advantage™ meets the needs of our small to medium-sized
business customars. | | |

Ot rural custemers have perticular lang distance salling patierns tat require yet ancther approach.
. With this in mine, SaskTel inhoduced a new short hau! component of the Real Flus Exlra™ plan in 1998,
Undzr his plan, we povide on increasing discount on long disonce calls madz within @ 40 mile
lar 60 kilometre) radius of the leced exchange. Cusiomers whe spend more than $50 per month on such
calls will receive rates os low os $.12 par minute, in cddition 1o fime of day and Recl Flus Extro™ sovings
& up 1o 25%. : - |

~ SaaskeTal cusiomers envolled in either n:mngﬁ plon dlso receive valuehle SaskTel Rewsrds™
points which they can use o redum limﬂr phzne bill, socomulate points wilth Air Miles™,
Aeroplan™ or Conadian Plus™ pragrams, o coneet o credits wilh Saskatchewaon Wheat

Pocl's Agshur:e pmgrun

e

L Fingi Plan

But thet iamhrmepmdywrscuﬂdhﬂ e rotes For local senice moke SaskTel one of the bast
aoverall borgains for 1ot telephone service nm,-.-ham in Canada, Whilz other teleshone companies hava
been steadily increasing their Iur:q1 service rates, SaskTel has nat hod a local sate increase since August,

o 1993 In facl, as of Jenwery 1, 1 W}",_ the naticnal average rates for residential single line sorvice were
1& - 26% highar then SaskTzl's average q::ta‘.'l‘n htm single lina *SE'I"-HEE, we lared even betier; the .
* notonal overoge wos 25 - 36% igherhen he SaskTel role.

- Tmﬂm.m-uﬂy, Eusde has used long ﬂushnm EVenues te subsidize the. frve f:-:ﬁl of providing local
. phanesan-i:a Pm.-id‘irﬁg hmleumass isa dﬂlﬂﬂg&w’fﬂiﬂpopdﬂtm‘fdm mulhcm peopleameodmw

4L BREFORT
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52,000 sguore kilomerre, The notional overoge is 13,6 ococesses for every kilomere of netwaork.
SoskTal has q:-nh' 4.5 gocesses per kilomedre of network = meaning higher cosks per custome: 80 mainiain
ard updalz this network, Bosed on 1995 informotion, on overoge, SoskTe!'s bosic montly service rale
falls $%2.42 per line shon of poying the cost of providing access 1o cur netecrs. MNew maorkst shome loss,
a reduclion in iﬂ'ar-p{:wini:'-:ﬂ long distance revanues in 1997, increased demand 1o solve local colling

and exchonge area problems, and compelitve meessures fo furher reduce long distance otes wil all

make it dilficult fo continue to subsidize lnoal aocess ot raditional lavels,

i A

& mmdl b AT

IF vou want on indicaton of how compeliive SaskTel long dislance is, just alk o Charles Heme and

fis business parmer Darhl Vercaigne ol Keystene Marketing. From the small community of Sedley in
soulheast Saskolchewan, Charles ond Darhl buy and sal commadity futwres and oplions contracls and

orrange cosh grain scles for their 375 chents.

“We ane in touch every day with cur clienls and they're spread pretty avenly ceross the prevince,
frem the sculheas! comer lo the ronhwes! comer,” Charlss says. He was impressed when SaskTel

introduced the Adventage™ Savings progrom, wilth discounts of 30% o &0% on regular daylime rates.

“l bet we now spend theee times as much time on the phene,” soys Charles, "and the phone hill is

kzss than it was when we siared Keysone fow o five years age.”

SASETEL

“We now spend three
times as much time

on the phome, and the
phone bill is less than

it was when we started
k.. o

'~'. Keystone four or five
y e

| 2t

Charles Hume
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We are first to market with
innovative solutions.

innovative
(In'2-v&"rTv) adj,
I|'|:l:‘:|'|‘:|n;:|lu|:l'l'l.j;I
something mew;
a change.

At SockTel we toke pride in being firsl. VWe were the first Conadian helecammunications company fo
un an ckindividual ling service network, o bury all of cur tol lines, to gl integioled personct
communications services, to infroduce custom colling faatures, to oifer Real Flus™, 10 alfer Internat free of
any offnet or long distance chorges. We were also the first in the werd to use flber opfic fransmission
on a longe seale and to fransmil videgrondamand with fiber oplic technology. In 1996, SoskTel become

the first telocommunicafions compony in Canada o daliver commercial highspeed Internet using ADSL
losymmetric digital subseriber line) techrology.

W?Iw Kmpple@

interdactive sulw.b

“SaskTel technology

"

"'"-’ F b -'-l:ll'l
take % o Taarkets
w?{hdnﬂmhwe 9

Wayne Knipple

- den m_ Being quick ta deliver new rechnalagios is impartand, but we realize thel to succeed in this industry,
¥ gy wie musl ensure that the opelicolions meet our customers’ evalving needs. Ay new technology becomes
mare matketable os we davelop innovotive weays Tor it 1o sohe problems in the daily Tves of customens.

One example of his solutonsbosed approach s our new Advonced Interoctive Sclutions [AI3) group.
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Cficially lounched in Nevembar 1996, 415 is SosiTel's inferacive ond Inemet salutions 1zam,
responsitle for crecling ond selling Inematreloted services o business ond residemial customess in e
merkelplocs. Us bull suite of complementany Internet zervices includas Sympatica™ Cuantumbyn=™, and
Mediz and Transaction Services. Symaatico™ is our bosic Infernet offering provided al one rate for ol
customers in e province, making Soskatchewan ane of the few places in the world where ol pecple
son access e MNet elfordably, Sympafce™ Highspeed is our ADSUbased Internel senvice, offering
speeds up lo 50 fimes faser than 28.8 kbyps modem serdce, Quanhmlynx™ includes an array of
interactive soluions for business customers who want to use the MNet to interact securely wilh their clients
and supplicrs, A5 also provides Media and Tranzadion Senices 1o develop content far the MNet and will
soon o inkoducing interactive media such os ovber malls (shopping on the Mell aad secue cradit cord

ONSCCions.

From the outset, the 26 creatve ond energslic pecple werking in AlS recognized fiot it would not
be enough ko simply sell cur Intemet technologies. ALS is thriving bacouse it alse sells soluians and Builds

redationships.

Apphing ondine technology Fom the Guarfumbynx™ set of solufions, A3 is helping Saskatchewan
businesses create ond fill new niches in the marketploce, Wayne Knipple monoges Falcon Cellection
and IwestigoSons Inc., o credit informotion agency bosed in Regina, He is using Guontumbyns™
technalogy o expond his eredit infarmation business by cffeding his clients o woriaty of servicas ondine,
including customer credit infommation, electronic mail, profection of confidential ondine informatien, ard
Internel access. “Adier being infioduced to the people of SoskTel ond leoming obour the rechnology
available, my culook for the Tuture of Faloon was tetally chonged ™ says Weyna, *| saw thal we could
teoaden the scope of cur business remendoushy, SaskTe! technclogy has the potential o lake us ino

morkals we dida't think see could reach.”

This kind of apglication allaws A5 1o build vital links betesen consumen and suppliers
using the Inlernet. Each connection that we can encourcge between fhese o sides
of the imeroctve market adds velue to the services we offer by showeing
customers hat hrough Sympalico™ or Quentumlyne™  they con
access the buyers, sellers, idess, and solutions they need,

Ancther way in which AIS is fostaring this

interactivity,  creating  mutval  benefits  for
consumers ond businesses, i through it
i ;rh1m .,.,.-ll-l-ll-nm-.-ur:Iﬂ-nuu
suite of Media and Transackion Secvices. “1 m_
. Plaaih Tell om sl s s b v v dolsy oim f fom oiie b ke S Ml
This new efon 1o add veluee 1o % ;_'-;_.".“""":-':.__:"':E" e
gt e g byl eporee b ke st Sk vy o o e el coing
Sympatico™ s bringing bwygers and I ;'-":""‘"‘""'“‘
SaskTol &
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The challenge of
bringing the Internet to
students throughout
Saskatchewan at
affordable rates led to
another solution we are
proud of — SaskTel’s
Internet for Schools
program.

14 SAaskETeEL 1996 Anwtal

sellers together in the intzroclive markatglace by offering personal and corponate web sile services, by
helning o establish oyber malls, cyber mogozines, ond communiies of interest (e.g. chat groupsl, and
by providing secure bansactions and adverdising space. Twe examples of 1994 achievements in this
aree were the lounching of Sympalice’s™ own electanic “cyberzine,” First and Main, fechuring cortent
fiom The Reging Free Fress, and owr lve Insemet broadeast of The Huon Corole, which wos produced
at the: Saskolchewan Cantre o the Arks in Dacember.

The chollenge of bringing the Intamed to sudents throughout Soskarchewon of offordoble roes led 1o
anathar sclution we are :':r'n::-'.ld c:-u — SaskTel's Intermet for Schocls PAOCHam, In 1904, hendreds of
Saskatchewan schoals signad up for the program, which gives ofl librories ond elementory, secondary,
and possecendary educational insfilvles coress the province o pretened Internet oocess role packoge,
rogether with multiple mailbores. A further demonshation of cur commitment to intergctive education in
Saskotchewan is our rale in the Computers ‘or Schoals initiative, in which SeskTel aad other government
agencies, and Crown corperations dorale used compulers o Soskarchewen schools. As well, the
SoskTel Picneers, a velunteer organization of active ond refired SadkTel emploveas, ore offering their fima

and skills to refubish the donaled equipment.

Irv the innovalive sclulions business, research ond development is the spark thal ignites each new bust
ot activity in fe morksiploce. Through SoskTel's participation in Hespiteliy Network Canoda Inc., we
hove baan bringing Minlerde's™ inleractive video gomes os well os movies on demand into the hotel
rooms of Soskaichewon. I 1596, Hospilality Metwerk bogan modeting these ineroctve services
domestically in Alberto ond overseas in Hong Kong. Mew, ofter some research ond development work,
SaskTels A5 group has partrered with Hospaality MNetwark 1o lounch an Intemet TV pllot ot the Reging

Inn, in dowmiown Reging — the first such pilst in Conada,

The gilot echnolagy, sill under development, provides hotel guests with occess fo the
Internzt using the television sel in their hotel room. This eiminctes the need for o computer in
each reom, while catering o the fravelling Internet user and allowing guesls who co nob yet

have Inlemat aocess at honea on cpporunity 1o “swf the MNet™ ol on houily rote.

We cannci folk about innovation without menficning cur ongoing perinership with
Tilabs, tha largest noMorpeofit talecommunications B & D censartium in Conada. Werking
closshy with TRlobs kesps SakTel in touch with the latest in informotion technology and
telecommunications research, and helps us 1o fest inncvative solulions like e ADEL
‘echnology we are using for Sympatice™ Highspsed. In 1996, we renewed owr
financial suppert for TRLabs with o commitment of $2.73 milion over o five yeer
pericd. Through this parinership, Sosclel helps contribate ta the econcmic

. = davelopment of Soskatchewan and helps to create high tech education
opportunilies fer sudents of TRlabs research focliiies o1 both of the

province’s univarsifies.
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SAsKTEL

listening

(lisan-ing) int

SaskTel has been
listening to you.

T

To hear with

thoughful
ATTeniom.

1993 ANHLUAL

Yo vk dong howrs af your job or business, come bome and foce more work — tasks ond enands
that meedd your time and attertion. You would like some of these, including vour declings with wour
communications company, lo be simpler. You con'l abvays be al home during the doy o kave o
lefephene reploced, You wont one, eosy 1o understond bill and moe cplions lor payment, because vou

con't ahengs got awey 1o pay your bl You want 15 get in an the new long distance savings plans, but

den't hove time lo figure cul which one is best for you.

Al SaskTel, we have been ligening — and we aie raspending . We have axdanded our business office
hours, MNow residenricl cusiemess con el their loeal SakTel office from 8 a.m. 10 8 o.m, Manday 1o
Frideny, and @ aum. lo 5 pon. Saleday, As well, you can refun your telaphane for repair or replacament
either in person at one of our 12 Telmart locations, or you con send and receive telephene sets for repair

or replocement via Pricrity Post.

REPORT



SoskTel Telmants have become an increasingly impartant paint of conlact with cusiomers, With this in SaskTel Telmarts have
mind, duing 1996, we ook o keok ol the way peogle are served at Telmans end creoted whet we

boligwe is & more open and effective dasign for meeting the walkin cugtomer’s needs. The prototype for become an H‘Hfﬂﬂ‘r‘iﬂﬁl}'
the re-design was openad in the new Soskatoon Telmadt last September. By removing counters and

important point

quaues in the customer service area, we hove ploced our soles siall in direc! conlec! with customers on

the floar, where they con more readily help pecgle find what they need. For the customers, it means Uffﬂ'ﬂmﬂt ‘H.i"l’.fh
bafiar sarvice and bewer |i:".E-u;35.

Als in 1998, we conplelely redesigne our bill, after consulting with cuslomers, 1o present you with CUsH rs. Better

on sasier o understand format. With the new hill, SaskTal customens can quickly lecote their customer Tflmﬂl"f_"i e bE’“-ET

occount number and the opproprioie customer senice number 1o call with ary questions or concems

regarding the bill or anyhing else fiom sevice charges to kouble ond repair. A billing summary of service and fewer
charges and credils is organized © allow customers o quickly locate the details they neec. As well, Real
Plus™ ard Beal Flus Exira™ long distance sovings and Sasklel Bewords™ ore highlighted cleaily. And, EﬂE"HPS-

by prinfing an both sides of the recycloble poper, we hove reduced the environmental impact of our

killing process.

These erhancements to cur billing complemant SoskTel's payment opticns sech os linkling and the Pre-

outhorized Payment plan. With Linkline, customers con make secure payments over the phone for
SoskTel SaskTal Makility, SaskFremy, o SosiPowsr accounts. Customess who choose the Fre-

authorized Payment plan can pay their Sasklal bills ty havieg their bonk eccounts debiled cocordinghy.

Iy _n_-nr}-:,r 1905  SaskTel lounched o tial colled 'Simp.ly{:'na'
comnsoldote and simplity perscan! communication services — hame,
busingss, and mebile — for o group of over 1300 customers. Thig
tiial, driven by the needs of cur customers, has been o success
in eveny respact. One of the fectures most populor with
padicipants was the combined il for both celular and
lendline communication services, This allowed SimphOne
customers to collect Real Hus™ and Real Plus Fxira™ revaard points
on cellular as well as regular long distance calls, Trial parlicipants
olso liked hoving one [_h:_:ir':l ol contoct for all Billing, repair, or service

inguiries, whethes it be for cellilor, landline, or Intamet services.
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Call centre solutions.

solutions

(ga-lcashans) n., pi

Actions or processes

applied in

ool vine F'.'\.':'Il'!!!'\-.

The SIIT Call Centre
telemarkets Sask'Tel's
communication
solutions to

First Nations people.

The SIT Call Centre team with
[seated r 1o || Hon. Carol Teichrob,
F5IM Chicf Blaine Fovel, Premier
Roy Romanow, and

(standing r ko |) SaskTel Board
mambers James Scharktein, Hon.
Keith Goulet

] - r . - - [} L . 1 . . L
Meeling every cuslomer’s individes! needs with first class service is priciity one of the SaskTel
- e

= - ~ § | o I LR
Lustamer Lore enfea, hh'e.' I E“TI;.-!H':-'E-:—.'.'- ai e Senire wors RO 0 kEE',':- a5k el in |GIJCI': W'l

gpach of owr customers, lange and small, Cwr represeniolives receive and place over 20 million cols

during the year.
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In 1996, the Sasklel Call Centre became the first lenant in the new Custamer Care Canlra in Eeﬂi-::
— o sigteohhean, Rilyblended and muliuncional telemarketing operation. Although the Culome
Care Centre is cusrenlly the anby one of its kind ameng Stentor member companies, cur postners in this
naticnal aliznee ae making plans to emulale it cesign ond lechrology. As the haod ond soul of cur
compeliive shiategy for the consumer markel, Ihe centre has been remandoushy suecasthd as o means of
pramoling savings plans and specials, building relatanships with customers, and winning back customens
wha bove switehed 1n allsmative |n'|53 dislnee corers. In lact, ol all the cantres rn o T Slenlor mambars,
Sasklel's s the mos! suecesshul o winning bock cwtomers. Demonstiating Sosklel's commilment b3
diversity in the workploce, the cenlre fectures the mest efinically diverse group of employees in the

cenpaiahion, and oHers cuslomer sevica in nine diffarest IHFE:.GEE'E_ 'n:'.|;lr.'5“.g Czarman, Halion, ond
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Punjaki. The Customer Core Centre will provide o single point of conlact for customars and increase
customer satisloction by poviding fosler resolution to cusiomer issues, knowledgecble representatives,

aualty of conlact, consistency, and quicksr respense to competilive ecfions.

Recognizing the imponicnce of reaching fhe Aboriginal community in our merkelplace, SaskTel signed
o contract in 1996 with *he Saskaichewan Indian Instiute of Technalogy (SIT) 2 ceote fe first call centre
in Conoda owned and ooesiated by Firsl Mations peogle, Through o fiveyear agreement between
SaskTel and SIT, the SIT Coll Cenre will telemarket SaskTeal's communication solufions fo First MNations
people living on ond off the reservz. The Call Canre will market to First Moficns people in the Cree,

Dene and Soulsoux longuages, os well s in Englizh.

A primary theust in cur diversification sirategy has been the effort i ofiroct and develop call centres
From within and eutside the provinge, Having cur own siateoltheont Cusiomer Core Centre has allowed
ZaskTel ta showeose our technology, our people, our business scumea, and our provinge. In 1995, the
Canadian Impericl Bork of Commerce cpened their nofional Telephone Bonking Centre in Reging.
This is ana of the largest lelemorketing operations SoskTel has brought into the province so far, empioying
aver 180 telephone professionals os of the enc of 1996, In dll, SaskTel serves well over 30 coll canves

which have crected over 1500 jobs in the province, induding agencies and corpomtions as diverse

as Sasuatchewen Governmen hswonce, te Conodion Agtomobile Association, ord the Canodion

Cancar Society.

SaskTel has o wide range of wenices thot we offer to help call centres achiove the best possicle
resulls. SaskTel's Customn Applicstion Tean promates SaskTel's call cenlre experise outiide the provinge
to encournge prospective businesses 1o consider Soskatchewon as o call cenire lecation. Meanwhile,

gur Phone Power group werks with businessas ond organizations already based in Soskotchewon.

The pressure faced by cur business cuttomens todoy mekes telemarkefing cll the mom attractive os an
efficient maans of improving Iheir soles and sernvice. This is where o “servive bureau” call centre can help.
Senice bureaus can daliver intagrated telesales and markefing senvices for customers who want to hire

o ccll centre lo promata thair sroducts and services for them ond cavelop ongoing client relalienships.

Duding the lother weeks of 1994, SaTel farmed an ollionce with one of the mast reputable serdce
buregu companies in the world, Zacsen Coporaton, bosed in Califorio, Zacson hes 13 sendee
buresus worldwide, incleding centres in Mexiczo, Jopon, and Begium, Zogson's new Soskatchewan oall
centze, clieady estoblished in Reging, is fe compary's first serice bure oncde, focson expects

iz employ 03 many os 200 pecple in Sastotchewsn by the end of 1997, By bringing o worldclass

s SoskTel fo deliver @ much-

senvice bureou o Soskotchewan, this stotegic aliance with Zocson ol

needed service fo The province's busingss cammunity.

During the latter
weeks of 19906,
SaskTel formed

an dlliance with one
of the most reputable
service bureau
companies in

the business,

Lacsom Corporation.
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Committed to supporting
Saskatchewan communities.

of people sharing a

oy well s politeal £ oy ety 60 years SokTel ond i employess have sewed more than the
lelecommunicalicns neads of Saskalchewon pecpla. SaskTels commitment to social

responsibilily ond good cilizenship is reflected in it suppoit — direchy and thecugh its

parinerships with empleyves groups ond ofher crgatizations — for hundreds of community prajects and

speciol events each year,

Sasklel enjoys o rewarding parinership with maore than 3800 SaskTel Picnees — aclive and refired
arrplayees who give geneccusly of their time and talents fo suppart clmast 100 engoing projects, last
year the Pionears raised more than $280,000 and conrribuled 48,000 volunteer hours 1o edueational
projects for young peogle, to improve the quality of lfe for people with special needs, and to support
various erviienmental projecls eoess the provinoe.

SoskTels commitment o the community goes much further, Corperate financial contributions 1o
Saskatchewon norprafit ond chartoble organizetions wee 3575000 in 1996, Some of the major
sponsorships included $10,00C in suppon for various events of the Sasketchewan Special Olympics;
£26,500 ‘or Telemirocl 20; and $5000 for the Anhritis Sociesy's 1996 Mini Grond Prix fundraiser
evenls in Reging and Saskaleon, -

In additicn o these corpomte contributions, SeskTel employees, tecugh their Telears
benevolen! fund, donated $200,000 in 1996 1o 140 charitcble ogencies acoss he provinge.
SaskTel motches §.50 for every dollar thot employess conbibute, mecning an addilional

S100.000 for these worhwhile causes.

. One financial contribution that stood out in 1996 was SaskTel's participation in the Caradicn
and she - JEFE Coancer Society's Luméncrium Project. Theough Teleare and eorporale donations, SazkTel and i

- s  employees helped 1o light up the daorsteps of the provine ol Chrisimas time by providing $22,000
[$14,700 from Teloore ond $7,300 from the corporalion) to this unique Fundraising inftiafive. Bret
Tendor, wha volunteens his time os Soderchowon’s Special Events Chair for the Canadion Cancer
Society, says thal he Sasklel contibutions geot the project off the gmu.nd: “Thal $22,000 was prety
impmtard, The Luminorium preject woukd net hove hoppened wilhout the suppot of SaskTel and Teloare.
----------- As o nonprolit cagoanizotion we are happy when we con get o corporalion like SodkTel onsida, giving
our project nat enby  cash injection cnd distibution cutlets, bit alse their name in good standing.”

Theough ils Telmarts, SoskTel helped o disribute the luminoria, A simple tea candle meunted within
a smoll poper beg to be placed on the docrstep, each luminarium represented either hope 1o those who
currertly suffer from concer, tribute to these who hove beaten concer, or solace fo thase who have log
a loved one Yo the dissase. A card within each bag encouraged The homeowrer to make @ contribulion
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in horour of a hiend or relative whe suffered from cancer. SaskTel and s employess were proud io
spensed his worhy cause ond have committed to be a pen of fhie progiom for Christmas 19597,

Sasklel's event morkeling program provided significant corparcle support to events such as the
Sadarchawan Efm;ghri-draia Flaza «f Honouwr Dinne_r, Canadion Wastern .ﬁ-grl'bir'c:un and the 5askTal

Soskotehewan Jorr Festival — CMOALY Mary others — in E'?!'EI'H:-I'IEE' for evclusive pr-:dm:r Aand serdces Broft Tﬂ',ilh’,
promofion opportuniies. Sixy of the 300 volunteers invohed in the 1994 SaskTel Saskatchewan Jazz
Festive! were SoskTel employees, illushaling how employees suppon their communifies through their

personal inleresls,

Special Events Chair.

SoskTel's longrstending interest in the economic and social wellbeing of the provinee exlend into it
every day business decisions o5 well, When the corporation nesds to purchose goods and services, it
looks within Soskalchewsn first. Thanks 1o o very successhul supplier developmant end purchasing
progrom, approsimelely B0% of Sadkiel's purchosing collars — over 3200 million in 1996 —go o
Saskatchewsn monufocturers, distibuors, conlroctors, consullonts, end other agencies who provide high-

quality, costaffective equipment and sarvices ko the corporation.

SaskTel encouoges Saskalchewanbased suppliers o diversify their products and services and marke
thair products cutside the prevines, We olso encourage businesses cubide the province to relacale or
portmer with locol fims, which helps o increase economic activity and diversily the provinee’s economic
bose,
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SaskTel away from home.

international
{in‘rar-ndishan-al) n.
Relating to one
whose activities extend
across national boundaries.

SaskTel International employee
Rick Pulfer of Weybum with a local
co-worker in Dor es Saloam.

SI has been active in

Africa as well, working

on o major contract in

Tanzania to provide

a telecommaumications

cable infrastructure

within the capital city
of Dar es Salaam.
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During the 1993 national election in the Philippines, it look five weeks lo count the voles belore o winner
coud ba dedored and he resulls communieated. When the nesd national elacfion is held, this wailing periec
should be reduced significanty, thanks 1o o SaskTel Infernaticna! (3] project providing lelecommunicalions ko
78 provinges In the Philippines. I g counry like the Fhilippines, where some of e inkosruchue o
doveloping naticn is sl under construction, improved felecommunicaions can make ol the diffarence in the

wiorkd,

The damg jungles and mourtoins of the Philippines archipelage look nothing like the sprece and poplar
forests of nomhem Sasko'chewan, but these londscopes present similar chalenges when it comes o
corsfructing o telecommusications netwerk. Techniquas SoskTel pedected in providing senvice 1o e villages
and remaote communities north of Saskatchewan's Sdth peral'al are now being put 1o good vse in improving

the rueclbased networks of some of the Fhilippines” most remate regions.

SoskTel memational, o sebeidiony of SaskTel thol mokets the coporation’s expertise arcund the world,
hes been weding closely with e Fhilippine government and with o consorium of Philippine telephone
companies for the past six years. Using locally oppropricie schnolagy, inchading sodor power for eleckicity
and woer bullalo 1o hou! equipment, 51 bas been designing and instaling cigital exchange networks ard
miciowene mcio sysams in most arecs of he project. UMF analog radio systems are being used in project

areas where lopography would mpede microwowe fransmissicn,

Consbuction for Fhase Il of the neral lelecommunications project, firanced by the Coradion ond Prilippine
govemments, was wiagped up in 159, This third cortroct, voled of aaprosimately 329 milion U, brings

fe enire project volie 1o 364 milfion US, one of the lmgsstin S's 11 yeor history.

A the same fime, S| persornel have provided consubing services for the Frilippine long Distonce
Telephene PLDT) company, to help impiove mehods for osveloping copital woks projecs including

switching, onsmission, culside plant, and operafional support systams.

As for 1997 and beyond, 8, the Phiippine government and 58 Telecom, o primary supplier ond project
poiines from Gleatee, will begin negolicling o fpurt conoect woith 330 millon US ot will futher sxpend

the nyeal selecom netwark into some of the ilands’ more cuthing communilies, called “Bearanges.”

Eory in 19997, Dan Ching, SoskTel President and Chief Exzcutive Officer, travelled 1o the Philippines to
witness the bounch of negotiatons lor this work, The tming of Ching's tip concided wih he wisi of
Saskachawan Fremiar Roy Bomanow and Prime Minister Jean Cheéien, as pat of o Team Caroco ede

mission to the Philippines.
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Adelitonal work for 31 in the Philippines will result from a joint consulionoy confrect SoskTel signed in
Jenuary 1997 with TelicPhil, o consodium of alternative tlecemmunications providers.

Sl has besn active in Aldce os wdl, working on o mojor conticct B Tonzenka o provide o
ilecommunications coble infosivctue troughoul four exchonge creos within the copitel oty of Dor es
Saleam. The undedtaking invohed design and installation of ell bansmission facilities betweon subseribars and
swiching centies, In 15996, 8l persornel complesed the work three months chead of schedule, a significant
achievement on o twoyear projecl. More opporunilies in Tonecaia ae curenlly weder comsidenction,

inchacting subreantracting work for bee major lelecomemunications suppliers, Ericsson ond Aleoder,

In addition to these consuing, design, and instlloton contock oversens, Sl has mode o rome for itself
marketing idecommunications software solutions intemalionally, s hvo main prodect ee colied MARTENS®
and SwitchGae®. MARTENSE (Mecharized Assignment Records Tetephone Equipment MNumbering Syslem]
is & leleconmmunications facilites management sysiem. SwichGate®, an cplicnal module of e MARTENS®

sysiam, dlows servics reprasentalives lo ochivale now sorvice foatuies for customans from fheir daskiop.

In a country like the
Philippines, where some
of the infrastructures

af a developing nation

[ 1

arestill. under

ony improved

TELE LLELL] COrrl
---r p ﬂu th&diﬁ?ﬂ?ﬂm
“in the world.

{l 1o 1) Kelly Megson, VF
Sl hos sold MARTENS® and SwithGate™ technology to teleshone comoanies sening o totol of owver Marketing, SI; Primitive
3,000,000 customer lines throughout Morth Americo and in e United Kingdom, A new dlien/ severversion wﬂdﬂ %T;mglll
of MARTEMNSE® was inroduced in 1996, This vosion gives e veor more conted of the systam of their cwn Bassen, I:“"'-‘-'ﬁ' . ol; r}r: ng
deddon compuer [rathe than having to rely on a mainframe compuler], and is already being wed by Thunder Philippines Department of
Bay Telephone, owned by the City of Thunder Bay. Transportalion and
To kee s with changes in the indusey, 81 continues developing and impeoving the MARTEMNS® and Legaspi, president and CEQ,
o " ’ Texdron Corp., mesfing n Regina.

SwitchGate® systerms. Thiough the MARTENS® and SwithGae® Intemalional Client Associations, S| clierts
herve invested mone than 318 million aver the pait 11 yoears o enture fhat hae bvo syahems emon he bast

focililies managamen and sevice provisioning products on the morked.
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MANAGEMENT DISCUSSION & ANALYSIS

Overview of Operaltions

The Saskakhewan Telecommunicalions Holding Corporation (the Cerparalion) is the leading full
SENVICR COMMUNICONons COmMaanin Saskalchewan, providing vaice, data, Intmet; lext and Messaging
sanvices aver a digital netwerk, a5 wall as cellubar, paging and Flestnet 800 sarvice thircugh ils SaskTel
Mebility division. The Coporation dlso mainkaing invesimenls in companies that prevdde management

and praject design consulting services, in-addition lo telephone direclory and mulimedia services.

The Corpesglion’s major asset is o wholly owned subsidiary, Saskatchewan Telscommunicafions
[SaskTel). SaskTel hes been the principal supplier of telecommunicelions in Saskatchewan for necrly 90
years, providing Saskotchewan residents with afiordable access io the katest in lelecommunicalicons
produdts and sandces. Sasklel morkets o complele parfiolic of terminal, local and long distance, data,
ard Inlemel product and senvices Inroughout Saskalchewan. Through an inferconnection agreement
with the Stenter clliance of Conadion lelecommunicaticns companies, Sasklel is part of ihe naolioncl

and glebal communications nebwork:

Resvlts of operations
Cperating Revenues

Lcmg Diistance

InFebruary 1996, the Saskaichewan govemiment opened the provincial marketplece 1o long
distonce competition, leading up bo the entry of locililiesbased competition in the fourth 'guarter. SoskTel
prepared for long distance competition by bowering many of its long distance rales by more than 50%
since 1990, and through its sary infreduction of savings plans such as Recl Plis™ in 1994 ond Red
Plus™ Extria in 1996, These moves, in par, resulled in-SaskTel recording over one billion long distance
mirutes for the firgl lime in its histony.

However, these price reduclions have also eroded SaskTal's revenue derived from long disience
Therefore, while conversalion minutes in the last 5 vears have increased dramatically, thonks in pad o
the stimulafion from these savings plans, SoskTel's overall incoms from long diskance hos declined
during this same period as revenue per minide has fallen. Average revenue per minutle [ARPAY) hos
declined 33% from 1992 to 1996, long disgance revenues also decreased in the past 5 years due o
a decrease in the pod of interprovincial seflled revenuve shared among ol Stentor companizs. This

decline was alibuloble to the market share kass and price reductions of the other Sfentar companies,

REFORT



Alter five consecutive years of declining long digtance revenues, SaskTel's lang distance revenues
aclealhy ose in 1994 by 10%, owing ko thies bigely vnanticipoled events: fitst, there was a sigrilicanl
increase in ScskTel orginated long distance minutes, caused by the success of our savings plans and
adverising; second, tha Stenlor pool of salfted revenie wos higher Ihan expected becauvsa of o leveling
of market share losses across Canada combinad with a cost sharing fosmula for Stentor pantners dhal
was cdvaniagescus lo the Corporation in 1996; and third, thers was more growth than anlicipated in
cellular long distance. These theee areas of increased revenue conlributed ‘o the Corporalion’s positive

vearend position,

Local Serimce

lecal eocess revenue has increased over 1995 far a number of reasans, including increased use of
smardTeuwch™ services, incressed celilor usage, incrensed wsa of ather telephone convenience

sarvices, and marginal gresh in the lecd access markat.

Twverall the local accass markat in Saskalchewan rerraing consiont. with Mabeod Access Semvice
[MIAS) lines increasing onby 7% over the last five years, from a level of 569,785 lines in 1991 1o
G077 092 lines in 1995, which is the: highest number recorded in the: company’s history. The increase
in MAS is due, in part, o the sisccess of tha Cnrpnmﬁnn in atkiacting calf cenlres inks Soskakhewon,

s wel as increased business activity in the province,

Chther Beventer

An increasing proporlion: ol SaskTel's revenve is derived from nondraditional preducts and services
as part of the Corparafion’s slrategic diversification iniliative. Nontaditional revenue sireams amount o
26% cf the Cerponation’s lolal revenve. The Comperation is on Irock bo reach ils larget of 40% diversified
revenue by 1998, Examples of the Corporalion's diversified operations have included projects in the
United Kingdom, the Philippines, Tanzanio and the Lisited States {l15] Theugh @e L1500 a
challenging markel, s a result of increasing diversification spoordunifies elsowhere in the warld, the

Corporalion decided o conzlude its involvament in BNST MNetwork Sevices, in Febuary 1997,

The Corpoation’s most significant result in the shategic diversificalion iniiclive wos recognized in
1995 with |he sale of the Corparalion’s interest in LCL Cable Communications Lid., o British cable and
teleshony company, in leicester, Englond. Allhough the sale netfied a goin of $114.3 million 1o the
Comperation in 1995, it also resulied in the loss of LCL revenves for 1996 and bevond. With the
remaoval of this diversified revenue gream, other revenue has declined by 6%, frem 392.3 million in
1995 o 38464 milion in 19946
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Oparating Expenses
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Operating Expenses

The following is o bregkdown of the Corporotion’s operaling expenses:

Crarall, lolal oporafing expenses increased to 3571 .9 million in 1995, a 5548 millisn increase
over the 1995 operaling expenses of $517.1 milion. In 1996, revenue growth from chversitied

operations confribused 1o o comesponding increase in overall operating expensas for the Corporation.

1994 maintenance and operaiing expenses increased 5% from the 1925 level, This incease ooss
from cddilional advedising and sakes costs incurmed to promole newe products and services and praserve
SoskTel's customer bose; and from en increcse in SoskTel Mobi ify's cosls, necessany o accommodale

MEENe ﬁ"l:'i CLEACITET ﬂl"l!'t-"-.lTh

General and Administrative axpensss increased 8% from 1995 levals, excluding the $320.5 million
cost recorded for o voluntary Eadhy Refirement Plan [ERP] intreduced in 1996, fo fake effectin 1997 and
continue unfil 1999,

Capreclafion expenss was up oy £8.3 million, res.uhirg from b primary cousas: he Cofporalion
increasing its osset basa through the ongeing expansion ond upgrading of its network; and SaskTel
using o depreciation policy that is designed fo reflect the ropid advances of technology in the

telacammunications in:|u5r'~,r.

Interest Expenze

Eeduci"ug debt has bean an impoiant orea of fncus Far the C:rp:m:rinn, which led o o 3952
decrease in inlerest expense between 1995 and 1996, In 1995, inleras! cost wera 3660 millian,

and in 1994, this expanse amounted to $40.4 million.

The Corporation’'s cebt rafio, of 39, is among the bastiwithin the Skentor aliance ot Canazian
telecommunications companies.
Feturn on Met Assets

The Corporafion’s Relurn on MNel Assets [ROMA) was 11.6%, compared ko the 1995 rehomn of
12.7% [24. 7% including the LCL Cable and [5M gaingl. The 1996 ROMNA would have bean 13.4%

exciucing the costs of the volunkary Eadly Refirerment Program recarded during the year.

REPORT



Liquidity and Capital Resources

Self funded

Ancther fecien that hos bad o positive impoad on inlerest expense is the Corporalion’s salegy of
:-T.-ElF‘FiFﬂI‘Ei-ﬂQ. In 1994, cosh genemied fron operaling activilies wos 3253 7 millian ($232.6 million
in 1925}, Cash used in nancing activities required $1358.3 millien [$123.3 millien in 1995), while
ivasting aclivities vsed cash disbussements of $175.5 million [$19.¢ million in 1925}, This resulied

in internclhrgenerated funds equivalent 1o 114.4% of unding requirerrents,

After funding the capital program and dividend payment, nel debt repoyment resulted in a decreose
in cash of $58.2 millicn during 1954, -.-.-hi_!e 3till mainiaining o cash balonce of $6.8 millicn al year
and, Opearating and invesling colivities in 1995 generaled o nat increase in cash of 382 7 millicn,

primarity duve to cash genegted by the sale of investments,

Investing activities

Capial spending in 199% amounted do $177.9 million [$184.5 million in 1995). The 1996
expenditires inchidad capital spant on the continuing work of the Core MNetwork Evolulion program,
which provides for modemization, upgrading ond replocement of key elements of the SoskTel
switching ond fronsmission network. The multirmilion dollar Digial Metwork Modermizalion and
Medhem Saskalchewan Modernizalicn EXOQIams were rmp!e.‘.-sd peiar do 1995 oo ness |::|r:,'."L-"-::..J|,'h fh
Corporation’s customers with o 100% digital network, The Corporation made further invesiments in
intormation techaclogies in 1924, which allowed lor the inoduclion of mew services such gs
Synpalica High Speed™, SaskTels asymmetic digital sribseriber line [ADSL] based Intarnet sanvice,
In diversified operslions such as Sosklel Mobiliy, these lechnological invesiments allowed for

expanded celivlor and Fleelet 800 coverage.
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Outlook

Some of the factars that FriETy. infuence |he Cﬂrp::mri-:bn*s near ferm linansie] cutlaak include:
= the need ko adivst local rates, 15 reduce the shortfall in oroviding this service;

* continued loss of market thare, camying cver from the entry of locilitiesbased competitors in lote
19955, though mifigated by Sazklel’s winbock inilicfives and new marketing efforts;

* continued competifive pressure o reduce bng disiznce rales;
s a review of suchange area boundanes in 1997;

* the @ven haring arangemeant among Slantor members, for diskibuting reverve from otk
e IEVENUE $haring amange g : ng

piovincs long distance, wilkbe less advanlagecus for SaskTel:
& picjecled growth in the Sympotico™ market and cther cdvanced inferoctive services;
* guowth in SaskTel Mosiliv's customer bose and revenues;

& confinesd revenue grn-.-.dh frewen alfraching new call cantras and sanice bureaus o the prosince—

contibuting o the Corporation’s longerm diversification siralegy:

* new license to offer Parsonal Communications Senices |PCS) digital services in the 2 gHz ange,
by lole 1997

* the possibility thob SoskTel will bBe reguloled by the Conodion RodicTelevision and

Telecommunications Commizsicn [CETC) in 1998 or 1099 and
= e possibility cb lclal compedifion, including local senvice, in 1998 or 1999,

Revenue growth

The 1993 Sraiegic Plon. commitied ‘the Carporction to diversiticalion as o means of ieplacing
revenyes last through competiion and price reductions.. Blew evenuas will be gen;—:rr,‘;led fraem nor-
raditional products, services, and markels. The Corpomation’s divarsificotion goal is ko devive 40% oFits
revenues from these diversified cperaticns by 1998, The octivities of SaskTel Intarnational (3], SoskTel
ol and Ihe new Advonced Inleraclive Solulions [AL5] QrongD, o8 wedl of investments such os

Hospitaliy MNehwork Canada Inc. and DirecWesdt, are moving the Coparation foward this goal.

Slis central to the Corporation’s diversification efforts, marketing facililies management software, in
addificn to project managemant and: design consulting services cround the world. SIs revenuas wAl
continue ko centribute ko the Corporation’s fincncial perfermance, as it penetrates new markets in South
America, -Asia, and Africa, looking for mew ocopodunities in engineedng and fechnical consutiing,

software dm!ﬂpmnm, pioject monagemant, systems integraticon, and equity investmenis.

Sasklel Mabilih's revenues will continue lo grow srongly in 15997 and bBeyond, with further morket
penafation, ‘cushomer Jr::-yc:h'f, and a solid morket shore. Consumer demand will increase far wireless
services and integroted wireless /wirgling services, olong with the: praspects for new digital wirsless
services |e.g. PCS) These will be enhanced by the increasing deployment of valuerodded services and
faaiyres fe.g. data ranamissicn), Fleainet 800, and soellite senvices.

SAZKTEL-I9946 A NNUAL REPORT
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Competitive strategy

One of the Corpolation’s primary stiategies for remaining competitve o new forms of competilicn
anter the marketplace is to davslop and implament cusiomer senvice progroms thal meed specilic cuslomer
neads. By increosing its widersianding of each sagment of its customer basa, the Corporation ensures that
customer needs drive product develepment ond markeling. To retain s markets, and develap ifs business,

the Corporalion will continus to:
o orpond volumes in crrent services and add profitable new sanvices;
» deliver integrated solutions o select morke? sagmants;
* gel 1o know ils customens better than any competitor;
* - build: pasiive customer relalionships;
*  maonior cusiomer peiception and cuslomer loyalhy;
*  pursue marketbased pricing;
* oursie largeted cuslomer programs;
* imvest agaressively in new growth areas—lomaormon’s core servicas;
o redesign and improve ol elements of service delivery; and

» parner with corporale customers 1o bring new services lo market.

Income outlook

A moderaie decline i income is expected for the Corporation in 1597, as any growh in diversified
sparoticns will be offsst by increased operating sxpenses and a continued decling in revenues from the
core business. assccioled with the effects of long distonce competition. Operafing expanses are ferecast
lo increase in 1997, reflecting cosls nicurred in developing and exparding business volumes in boh
diversified and core busitass oparations. Seskiel intands fo cantoin the rae of expense growih, however,
by faking measures fo reduze costs and improve: produckvity. As well, the Corporation’s streng financicl
pesition will confinue to keep interest costs low, Thereby helping to minimize its operaling expenses in the

COATHNE s,
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Sasknchetean Telecommericatons Holding Compordion
FIVE-YEAR RECORD OF SERVICE

For the year ended December 31
1994 1995 1994 19093 L5

Mebhwork Access Services = &07F, 002 595,104 81,816 574902 573,404
Originated long distance messagaes
{in thousands)
Telephone 222,444 200,054 154,810 162,126 145,455
[Hata and other voice serviees 38,553 309,718 31,779 28931 29,669
Total messages 260,997 239,502 216,588 191,057 175,157
Finance
{in thousands of dollars)
Oiperating revenues 5 695,897 2 646,871 5 626,445 $ 619727 % 620,882
Clperating expenses 571,943 317070 482,896 46,653 484,005
Oeher items (593 127564 LEAY 0337 30,349
Interest and related costs 40,361 65965 61,062 73,834 87.250
MNet income 84,000 191,800 58,514 58,347 79916
Dividend 46,200 73,500 48,700 58,400 51,700
(Gross constmaction expendituras 177,877 154,530 144,257 4. TRE 114,039
Property, plant & equipment™ 2,025,022 1,022,763 1,876,318 1,795,708 1,720,718
Long termn debr {gross)** 485,981 351,631 49 560 716,259 751,318
Financial ratios
Fetum on net asers 11.6% 147% 14.6% 15.6% 15.9%
Rewrn on net assets including

LCL and ISM gains nfa 24.7% n'a n/fa nfa
Debr ratio 39, 2% 44.5% 36.1% 6.6% 63.1%
Internally generated funds as 3 percent

of net construction expenditurea 114.4% 148.4% 114:4% 181.5% 182.3%
Employees and payroll
Mumber of employees
(excluding part-time)** 3,896 3,545 3,863 3,699 3,861
Salaries carned {thousands of dollars) % 169,230 5 165,503 & 163,772 % 158875 § 166,021

* Rebresents each working facilips having primary connection to eur network as at December 21,

== A December 31.
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MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTYS

The cccompanying censoldated financial statements included in
the annual report of Soskotchowan Telacommunicalions  Holding
Corporalion for thea waar anded. December 31 1995 ae fhe
responsibiliny of manegement of the corporolion and hove been
approved. by the Board of Diraciors. Management hos prepared the
consclidated financicl - statements  in - occordance : with genesally
accepted cocounting principles in Conado. The financiol informetion
presented elsewhers in this annuol repont is consislent with fal in the
financial statements,

To: ensure the infegrity ond. cbiectivity: of fhe - finoncial dota,
mancgament maintains o cmprei‘enﬁime SyElarm of internal confrols
inchding writizn pelicies and procedures, ‘on ergonizational shucture
thext seqrenates dities, and o comprehensive internal udit pregram.
These measwes provide reasorable osserence il fransaclicns are
recorded ond executed in compliance with legidalion ond required
auhciity, Mol ossets are properhy” safequarded, and ot relichle
financial records s maintained.

The Board of Cirectors fulfills s responsibility with regard bo the
financial statements prncipalby threusgh ils Audit Commities, consising
solehy of outside directons, which meets pericdically wilh monagement
as well s with the internal and external auditars. The Awdit Commities
is responsitle for engoging or reoppainting the senvices of the external
auditer. Beth e internal and exdernal audilers have ree cecass to this
commifiee io discuss their audit work, their opinion on the adequacy of
internal contrels and the quality of financial reperting, The Audit
Commitiee hos met with moncgement ond the “edemnal ouditor 1o
renienw the comporation’s anaual consclidated financicl stolements prior
ko subrmissicn to the Board of Directors for-final approval.

The consolideted financial stotements have been cudited by the
indapendent firm cf. Delaitie & Touche, Chaterec Accogniants, s
appointed by the lievenant Govemar in Council and approved by
Crewn Investmants Corporation of Soskoichewan.

A e omasn—

Randy Stephanson
Chiaf Fincreial Cificer

Deonald R. Ching
Prasident &
Chiaf Exeeutive Officer

Regino, Soskalchewan
February 26, 1997

AUDITORS’ REPORT

To = the  Aambars. of - the
af Saskaichewen

legislative’. Assembly,”  Province

We have audited the consclidated simerrent of financial position
of Soskakchewan Telecommunications - Holding  Cengaration ¢s al
December 31, 1996, ond the consclidated stotements o operations,
relained ecmings ond changss ‘in financial pastion for the year
than erded. Thess finencial siclements o the responsibifity of the
-:-e:fp-:.r-:.‘i::':.'s. management, Chyr [E5L00S ’ni|ir':,r (S Fov Lo (R
on these consolidoted financial satements based on our oudil,

We conducied our oudit in accardance with generally. cocepled
oudiling standards. Those standards require that we plan ond perform
an eudit to obioin reasonoble assurance whethes the financial
siclements are free  of matenal missiclement, An oudit incuces
evcamining, - on < best basis, evidence supparting the amounls and
disclosures incthe financial slorements, An oudi also includes assessing
the GoroAnting F':fin-:ip]aﬁ usad ond .'=~i5;|nifinr.-:'|n.L eslirmalas . moce ’:J,.f
management, as well as evoluating the overcll financial silement
prasenialion.

In cur apinicn, thess consalidated financial stalements prasent fairy,
in all: moleric] respacts, the: financial pasition of the corporation os af
December 21, 1994 and the resulls of its operaions and the -::hnngﬂ:a
in'iis: financial position for the veer then endad in cccordonce with
qenemly acceped accounting principles.

Chaitered Accouniants

Regina, Saskalchewan
Febovary 24, 1997

SASETEL 20 d. Anwwuar REFOBET
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Smkaichewsm Telecommamicanoms Heldme Compommtion
COMNSDLIDATED 'STATEMENT DF OPERATIONS

For the year ended December 31
1996 1995
{ Thesands of dollars)
Oparating revanues

Long distance service 5. 328,512 5 LY B
Local service 286,867 130,331
Sales, directory, other 86,356 92343
Lincollecrible operating reveniics (4,938} I[E.TlEim
696,897 646,871
QOperating expenses
Maintenance and operations 203,932 193,317
Gienecal and administrative 221,056 155,003
Depreciation 1446955 138, 660
571,943 517,070
Met operating revenues 124,954 129,801
Other items (Mowe 3) (593) 3,000
Interest and related costs (Mo 4) 40,361 65,305
Met income before the following 84,000 66,926
Gain on sale of investments (Moe 3) — 124,574
Met incame 5 824.000 3 191800

CONSOLIDATED STATEMENT OF RETAINED EARNINGS

Fer the yeor ended December 31

1996 1993

{ Thovzands of dollars)
Retained earnings. beginning of year 5 306374 $. 188,074
Met income 84,000 191,500
390,374 372574
Dividend 46,200 JEF b

Retained earnings, end n’f T £ 344174 $00306,374

- o e 1 7

S Arcampanyimg Nones
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Saskatchewan Telecommemicanons Holdng Corporation

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at December 31

Assets

Property, plant and equipment (Nore 6)

19956 1595
( Thortesands of dollars)

5 970,270 3o 939596

Other assets (Note T) 57,659 56,108
Investments (Nowe &) 10,827 10,730
1,038 756 1,006,434

Current assels
Cach and short-term investrients 6,861 63015
Aeconnts receivable 100, O x 93 885
Inventories 5781 4,653
Prepayments 12,248 10,827
124,987 174,410

Liabilities and Province’s Equity

Long-term debt
Fravince of Saskarchewan (Note 9)

1,163,743 $ 1,180,244

5 325361 5354333

Orher long-rerm: debt (MNote 10) 43,431 36,469
' 368,792 390,802
Minority interest 2,217 1,865
Deferred taxes 1,798 1,821
372807 394 488
Province of Saskatchewan’s equity
Equity advance (Moge 11) 250,000 250,000
Rerained eamings 3449174 306,374
504,174 556,374
Current liabilitics
Accounts payable:and accrued liabilicies 116,405 86,586
Dividend payable 46,200 13,500
Service billed in advance 19,939 13,6584
Current portion of long-tenm debe (MNote 11) 14,218 54,212
194,762 o

$1,163,743 5151 180,844

See Accompanying Noows

O behalf of the Board:

Honoarahle Caral Teichrob

\Aomaw s okt —

Thomas Ve Kehoe
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Saskrchewan Telecomemingeatons Holdng Comeration — Décemnber 315905
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

MNote 1 — The Corporation

Saskarchewan Telecommunications Holding Corporation (the Corporation) markets and supplics a
range of voice, data, text and image products, systems and services. Iis membership in the Stentor
group of companies enables it to extend services throughout Canada and to connect its customers to
the rest of the world.

The Corporation is a Saskarchewan Provincial Crown corporation operating under the authority of
The Saskarchewan Telecommunications Holding Corporation Act.

By virtue of The Crown Carporations Act, 1993, the Corporation has been designared as a subsidiary
of Crown Investments Corporation of Saskarchewan (CIC). Accordingly, the financial results of the
Corporation are included in the consolidared financial statements of CIE, a Provincial Crown

COTREGATION.
As the Corporation is a Provincial Crown corporation, it and i wholly-owned subsidiaries are not
subject to Federal or Provingial income raxes in Canada,

Mofe 2 — Summary of significant accounting policies

The sccompanying consolidated financial statements have been prepared in accordance with
accounting principles generally accepred in Canada, and in conforminy with prevailing practices in
the Canadian telecommunications industry.

Conzolidation

These consolidated financial starements include the accounts of the Corporation and its subsidiaries:
Saskarchewan Telecommunications, Saskatchewan Telecommunications Internarional Inc.,
DirectWest Publishers Lrd. { DireceWest), and NST Neowark Services Inc. All significant
intercompany transactions and balances have been eliminated.

Investments

Investments in companies in which the Corporation has significant influence are sccounted for by
the equity method. Portfolio investments are carried ar cost, and dividend income is recognized when
received.

Short-term investments are carried ar the lower of cost and marker value.

Property, plant and equipment

Property, plant and equipment is recorded at original cost including materials, services, and direct
labour. The cost also includes the cost of funds used to finance construction, based on the size and
duration of the projects.

Depreciation

Depreciation is computed on the straight-line, equal-life group method using rates determined by a
continuing program of engineering stedies for each class of property in service.

When depreciable telecommunications property is retired, the original cost of such property, adjusted
by any disposal proceeds and cosis of removal, is charged 1o accumulated depreciation.

Dhiscount and issue costs on long-term debe

Discount and issue costs relating to long-term debe are deferred and amortized on a straight-line basis
owver the renm of the respective debt issue.
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Sackatchesven Telecommunderions Helding Corporarion — December 31, 19496
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(poodeill

Goodwill is amortized on a straighe-line basis over a maximum of twenty vears. The carrying value of
poodwill is reviewed annually by analyzing the financial performance of the relared investments or by
assessing their fair marker value.

Revenue

Operating revenues from the sale of services are recognized when services are performed. Equipment
sales are recopnized ar the poine of sale.

Leases

Where the Cosporation is the lessor, rental revenues from operating leases are racognized as service is
rendered ro customers. Revenues from sales-type lease transactions are recogmized at the inception of
the lease. The investment in sales-type leases represents the present value of future lease payments
receivable. Finance income is recognized in a manner which produces a constant rate of return aver
the rerm of the lease contrazt.

Inventories

Marerials, supplics and inventorics are recorded at the lower of cost and net realizable value. Cosr is
determined using an averge-cost basis,

Penston costs

The cost of pension benefits eamed by emplovees who are members of the Corporation's defined
benefit plan is determingd vsing the accrued Benefin methad protaved on service and s charged o
expense as services are rendered. This cost reflects management's best estimare of the plan’s expecred
irvestment yields, salary increases, mertaling of members, terminations and the age ar which
members will retire.

This plan is actarially valued ar least every three years. Adjustments arising from plan amendments,
experience gains and losses and changes in assumprions are amortized over the estimared average
remaining serviee lives of the employees who are members of the defined benefit plan.

Foreign currency translation

Monerary assets and liabilities denominared in foreipn currencics are translated at the year-end
exchange rate. Revenues and expenses are translated at rates of exchange prevailing on the
transacricn dares. All exchange gains and losses on long-temm monetary items are included in other
assets and amortized on a straight-line basis over the remaining life of the relaved assers and
liabilicies,

Financial instreamnents

The Corporation pericdically uses financial instruments 1o manage its exposure o interest rate and
foreign currency fluctuations. Use of these instruments is governed by a policy which specities

financial institarions with which the Corporation can deal, based on eredir worthiness. Gains and
losses from these rransactions are reported 23 adjustments tointerest and related costs.
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Saskarchevam Telsommaimicatons Holdng Corfarracion — December 31, 179G
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Mote & — Property, plant and equipment

1996 1995
{ Thowsands of dolars)

Buildings, plant and equipment $1,956.786 $ 1,872,900
Flant under construction 49,783 30,628
Materials and supplics 9451 0,959
Land : 8,992 9,276
2,025,022 1,922,763

Less: Accumulated depreciation 1,054,752 083,167

% 970,270 0 939,596

The composite depreciation rate on the average depreciable telecommunications property in service
was 7.7% in 1996 (1995 - 7.4%).

As at December 31, 1996, the ratio of accumulaced depreciaton o depreciable relecommunications
property was 53.9% (1995 - 52.5%).

Mote 7 — Other assets

1985 19495
{Thousands of dollars)

Unrealized net foreign currency losses s 183186 3 18,420
Deferred pension costs 18,395 16,585
Comperirion stanm-up Costs 8,272 445G
Salescrype leases 4.034 5,139
Cigodwill 3,633 3,964
Unamortized discount on long-term debe 2,051 2,350
Oither receivables 2,147 3,954
Telesa prepayment g11 1,200

Mote 8 — Investiments

1996 1995
{ Thowsands of dollars)
Equity method:
Invesrmene in Repional Cable TV (Western) Inc. 5 2,674 2 2,469
Oither (239) (131)

Fortfolio investments:

Alouctte Telecommunications Inc. 8,392 8,302

20827 0%
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Sasterrchewan . Telaaommunicanions Moldng Corhonation == Diecenber 31, | 996
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

hote 9 — Long-term debt, Province of Saskatchewan

Average Fixed
Years ro Maturity Interest Rate 19956 1995
: (%) { Thousands of dollars)
Canadlan Dollar Jssues
I~ 5 years 10.29 s 47,153 3 68,416
6 - 10 years 11.45 221,625 239,027
i1 - 15 years 10.15 34,376 66,974
303,154 (a) 374417
LLE Dollar Issue
24 years 935 137,060 (b) 136,400
440,214 510,817
Less: Sinking funds 102,971 (c} 106,617
[Doe within one year 11,882 49,867
S T 5 325361 £ 1"’}-5:.,_ HE-::

{a)  The fair value of this long-term debs is $361,639,000 (1995 - S477 938,000} Fair value reflects
the estimated amount that the Corporation would pay, at current interest rates, to redeem the delx
at December 31,

(k) Represents long-rerm debt repayable in U.S. dollars having a ULS: dollar face value of
$100,000,000 converted to-$115,360,000 Canadian ar the rime of issue. The recorded amount is
based on the forcign cxchange rore ar December 31, 1996 of 1.3706 (1995 - 1.3640). The fair value
of the U8, debr, expressed in Canadian dollars, is $168,378,000 (1995 - $177,729,000). Fair valuc
reflects the estimated amount that the Corporarion would pay, 2t current interest rates, to redeem
the debt at December 31.

{c)  Under conditions attached to a portion of the long-term debs, the Corporation is required to
pay annually into sinking funds administered by the Provinee of Saskarchewan one percent of the
outstanding balance of long-term debr received. The sinking funds include investments having a

11.5. dollar value of $15,254,000 recorded at $20,948,000 Canadian dollar equivalent. The fair value -
of the sinking funds is $119,476,000 (1995 - 3119,761,000) determined as the market value of the
mvestments held inthe sinking fund a2 at December 31.

Mote 10 — Other long-term debt

Fixed Tntercst Maruricy

Rare Date 1996 1993

(%) { Thousands of Dollars)
TeleBonds = 11 Credit Bond 0.5 1999 5 34,109 3 34,480
Dihicer s 19972001 11,558 6,334
45,767 40,614
Less: Due within one year 2,336 4,345
5 a43am $ 36,409

Credit TeleBonds pay interest monthly. by way of a credic to the designated customer’s telephone
aceount. Repayment of TeleFond principal and interest is unconditionally guaranteed by the Province
of Sadearchewan, The other long term debr has a fair vahue equal ro the face value of the debr,
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Salarcheronn Telecommmenicarions Elolding Covporation — December 311996
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Derails of the defined benefit plan are as follow:

1985 1995
( Thousands of dollars)
Plan agsers ar markert relared valee & &05,578 5 541,832
Present value of accrued pension benefies 547 470 477,959
Surplus $ 58108 & 63863

P{:nsir:-n EXPENSC E'HI' I.'h‘l.": YCar wds as !-l:]ul::l'{'u"‘.‘i-:
Defined contribation plan 5 5,540 k] 3,230
Defined benefic plan (828) (299)
§ 4,712 5 4,937

Included in operating expenses is $20,500,000 for bridging costs and reticement allowances borne by
the Corporation pertaining to an early retirement program offered in 1996.

MNote 15 — Related party fransachions

Includedin these financial statéments are mansactions with various Saskachewan Crown
corporations, depariments, agencies, boards and commissions related 1o CIC by virmie of common
comtrol by the Government of Saskatchewan and non-Crown comporations and enterprizes subject ro
joint control and significant influence by the Government of Satkatchewan (collectively referred o
s Urelaved parties”).

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

1996 19495

{ Thomesmuls of dollars)
Bevenuse 5 36,036 5 37,760
General administrative expenses 48,461 56,539
Accounts receivahle 3,305 3,151
Accounts payable 544 1,084

In addicion, the Corporation pays Saskatchewan Education and Health Tax to the Ssekarchesan
Deparmment of Finance on all its taxable purchases, Taxes paid are recorded as pare of the cost of
those purchases:

Other amounts and transaerions due o (from) related parties and rhe terms of sectbement are
described separately in these financial statements and noves thereto,

Mote 16 — Commitments
The future minimum lease payments under the opesating leases of the Carparation are as follows:

(Thonesands of Lollars)
1907 5 16,757
1958 5 16,222
1944 5 13,255
2000 5 13,430
2001 5 13,755
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CORPORATE DIRECTORY

Executive offices

Dorald B, Ching
President and
Chief Execurive Officer

[rale Bassen
President
SaskTel International

[ran Baldwin

Sentor Vice President

Strategic Business Development
& Administration/Strategic
Marketing

Senior operating managers

Mike Anderson

Cieneral Manager
Strategic Business Development

Dave Birnie
(eneral Manager
Supplies and Services

Sean Carasata
Cieneral Manager
Corporate Affairs

Don Cherewayko
General Manager
Customer Services Saskatcon

Basil Cieplizki
GCI’ICFEJ ME.TI.EEE‘I

Mability

B Gartoer

Cieneral Manager
Merwork Planning Provisioning
and Access

1996 ANNUAL HEPFPORT

iy Simons

Senior Vice President
Customer Services

Acting Vice President Human

Resources/Industrial Relations

Goed Farmer
Vice President
Sales and Service

Jehn Meldmm

Vice President
Corporate Counsel
and Resulatoey Affairs

Berry Hoffar
General Manager
Customer Services Support

Fen Keesey
General Manager

Customer Services Regina

Tom Laird
General Manager
Customer Services-Call Cenrre

Dave Lozinski
General Manager
Human Resources

Byron Pointer
General Manager
Industrial Relations

Al Rogers
General Manager
Mohiliey

Sracey Sandison
General Manager
Customer Services Districrs

Dhiama Milenkovic
WVice President
SaskTel Mahiliry

Kelvin Shepherd
Vice President
Memwork Services

Bandy Stephansen
Chiet Financial Officer

Shelly Smith
General Manager
Advanced Interactive Solutions

Ehonda Stenz
{-:'E‘TI:EI'H.I Han‘a@:r
Marketing

Wavne Sumarah
Cieneral Manager
Marketing

Dennis Terey

Controller

Linda Yeo
Cieneral Manager
[nformation Technology

Managemen:

Barry dicgler

Tregsurer
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