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1999 12 06

Ms. Ursula Menke

Secretary General

Canadian Radio-television and

  Telecommunications Commission

Ottawa, Ontario

K1A 0N2

Dear Ms. Menke:

Subject:
Agreement Relating to the Performance of the Functions of the Central Funds Auditor and Matters Relating to the Audit Plan

 AUTONUM 
In accordance with section 29 (c) of the Telecommunications Act, Bell Canada, Island Telecom Inc., Maritime Tel & Tel Limited, MTS Communications Inc., NBTel Inc., NewTel Communications Inc., TELUS Communications (B.C.) Inc. and TELUS Communications Inc. (the Companies) are filing the attached Retainer by Canadian Portable Contribution Consortium Inc. (CPCC) of Ernst and Young (E&Y) as Auditors in Respect of the Central Fund Agreements (the Auditor Contract) (Attachment A).  The Form of the Auditor Contract comprises Schedule F to the Central Fund Administration Agreements (CFA Agreements).  The Auditor Contract is effective 26 March 1999.  Also, further to the Commission's 23 December 1998 approval of Progestic International Inc. (Progestic) as Central Funds Administrator, attached for the Commission's information is a copy of the 26 March 1999 closing documents related to the Agreement Relating to Performance of Functions of the Central Funds Administrator (the CFA Contract) (Attachment B).

 AUTONUM 
The balance of this letter addresses certain matters relating to the Auditor Contract (Attachment A).

 AUTONUM 
By letter, dated 17 August 1998, the Commission ruled as follows in the matter of the audit requirements for the Central Funds:

"-
A compliance audit of each LEC is to be conducted annually.

· Each LEC is to appoint an external auditor to conduct the annual compliance audit at the LEC's expense.  The LEC's external auditor may conduct the compliance audits in conjunction with the LEC's standard annual financial audit.

· A report stating that the LEC is in compliance (or, a report listing the deficiencies) is to be provided to the Commission and the CFA.

· A general standard audit plan for the annual compliance audits is to be developed by either the CFA or its auditor with input from all members of the Consortium.

· The CFA auditor retains the right to conduct special follow-up audits where deficiencies have been identified during the course of the annual compliance audits.

-
The Commission's audit consultant is to review the audit working papers of the CFA auditor on an annual basis."

 AUTONUM 
In the above the Commission requires that the CFA, or Central Funds Auditor, develop a standard audit plan with input from the CPCC.  Schedule B to the Auditor Contract comprises the Audit Plan which has been developed by E&Y in consultation with the CPCC.  The Audit Plan was approved at a meeting of the shareholder's board of the CPCC on 5 February 1999.

 AUTONUM 
The Commission also requires that a compliance audit of each local exchange carrier (LEC) be conducted annually and that a report stating that the LEC is in compliance (or, a report listing the deficiencies) is to be provided to the Commission.  With regard to this requirement, a recommendation was put forward and agreed to at the 5 February 1999 meeting of the CPCC shareholder's board that each LEC's auditor shall conduct the compliance audit and provide a statement to E&Y pursuant to section 5900 of the CICA Handbook only in 1999, or in the first year of each LEC's participation in a Central Fund (if later).  LECs are also required to obtain an annual audit pursuant to section 5805 of the CICA Handbook.  Once an unqualified section 5900 report is achieved, CPCC, on the advice of E&Y, believes that the ongoing requirement for the review of internal controls can be accomplished within a section 5805 audit.  Appropriate changes to reflect this situation will be made in the next amending agreements to the CFA Agreements.

 AUTONUM 
Hard copies of the Attachments are being provided to the Commission only.  An electronic version of the Audit Plan is also being provided for the Commission's web-site. 

 AUTONUM 
All of which is respectfully submitted.

Yours truly,

R.F. Farmer

Vice-President - Regulatory Matters

Bell Canada

Attachments

c.c. (letter only):
The Companies


R. Rath, President (CPCC)


R. Bruckshaw, Chairman (CPCC)


S. Whitehead, c/o Johnston & Buchan, Secretary (CPCC)


A. DeCaigny, Progestic International Inc.


D. Boomer, Ernst and Young


W. Warren, Gowling Strathy and Henderson
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