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managements report

Management is responsible to the Board of Directors for the preparation
of the Consolidated financial statements of the Company and its sub-
sidiaries. These financial statements have been prepared in accordance
with Canadian generally accepted accounting principles (GAAP) and
necessarily include some amounts based on estimates and judgments.

The Company maintains a system of internal controls that provides
management with reasonable assurance that assets are safeguarded
and that reliable financial records are maintained. This system includes
written policies and procedures, an organizational structure that segre-
gates duties and a comprehensive program of periodic audits by the
internal auditors. The Company has also instituted policies and guidelines
that require TELUS team members (including Board members and
Company employees) to maintain the highest ethical standards, and has
established mechanisms for the reporting to the Audit Committee of
perceived accounting and ethics policy complaints. In addition, the Chief
Compliance Officer, appointed in 2003, works to ensure the Company
has appropriate policies, controls and measurements in place to comply
with all legal and regulatory requirements. Annually, the Company per-
forms an extensive risk assessment process, which includes interviews
with senior management, a web-enabled risk and control assessment
survey distributed to a large sample of employees, and input from the
Company’s strategic planning activities. Results of this process influence
the development of the internal audit program. Key enterprise-wide risks
are assigned to executive owners for the development and implemen-
tation of appropriate risk mitigation plans. During 2002, the Company
implemented a Sarbanes-Oxley certification enablement process, which,
among other things, cascades informative certifications from the key
stakeholders within the financial reporting process, which are reviewed
by the Chief Executive Officer and the Chief Financial Officer as part
of their due diligence process. In 2004, the process was enhanced to
comply with new Canadian securities regulations, which went into effect
in the first quarter of 2004. In 20086, the final stages of Section 404 of
the United States Sarbanes-Oxley Act regarding internal controls over
financial reporting were successfully implemented. One of the 2006
developments included the integration of SOX 404 sign-offs with the
SOX 302 cascading certifications of key stakeholders in the financial
reporting process.

The Company has a formal policy on Corporate Disclosure and
Confidentiality of Information, which sets out policies and practices
including the mandate of the Disclosure Committee; the policy was
approved by the Board of Directors, and put into effect, in 2003.

The Chief Executive Officer and the Chief Financial Officer have
evaluated the effectiveness of the Company’s disclosure controls and
procedures related to the preparation of the Management'’s discussion
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and analysis and the Consolidated financial statements, as well as other
information contained in this report. They have concluded that the Com-
pany’s disclosure controls and procedures were effective, at a reasonable
assurance level, to ensure that material information relating to the
Company and its consolidated subsidiaries would be made known to
them by others within those entities, particularly during the period in
which the Management'’s discussion and analysis and the Consolidated
financial statements contained in this report were being prepared.

The Board of Directors has reviewed and approved these
Consolidated financial statements. To assist the Board in meeting its
oversight responsibilities, it has appointed an Audit Committee, which
is comprised entirely of independent directors. All the members of
the committee are financially literate and the Chair of the committee
has financial expertise and meets the applicable securities laws as
a financial expert. The committee oversees the Company’s accounting
and financial reporting, internal controls and disclosure controls, legal
and regulatory compliance, ethics policy and timeliness of filings with
regulatory authorities, the independence and performance of the Com-
pany’s external and internal auditors, the management of the Company’s
risks, its credit worthiness, treasury plans and financial policy, and its
whistleblower and accounting and ethics complaint procedures. The
committee meets no less than quarterly and, as a standard feature
of regularly scheduled meetings, holds an in-camera session with the
external auditors and separately with the internal auditors without other
management, including management directors, present. It oversees
the work of the external auditors and approves the annual audit plan.

It also receives reports on the external auditor’s internal quality control
procedures and independence. Furthermore, the Audit Committee
reviews: the Company’s major accounting policies including alternatives
and potential key management estimates and judgments; the Company’s
financial policies and compliance with such policies; the evaluation by
either the internal or external auditors of management’s internal control
systems; and the evaluation by management of the adequacy and
effectiveness in the design and operation of the Company’s disclosure
controls and internal controls for financial reporting. The Audit Committee
also considers reports on the Company’s business continuity and
disaster recovery plan; reports on financial risk management including
derivative exposure and policies; tax planning, environmental, health and
safety risk management and management’s approach for safeguarding
corporate assets; and regularly reviews material capital expenditure
initiatives. The committee pre-approves all audit, audit-related and non-
audit services provided to the Company by the external auditors (and
its affiliates). The committee’s terms of reference are available, on request,
to shareholders and at telus.com/governance.
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report of management
on internal control over
financial reporting

Management of TELUS is responsible for establishing and maintaining
adequate internal control over financial reporting and for its assessment
of the effectiveness of internal control over financial reporting.

TELUS’ Chief Executive Officer and Chief Financial Officer have
assessed the effectiveness of the Company’s internal control over finan-
cial reporting as at December 31, 2006 in accordance with the criteria
established in Internal Control — Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission
(COSO). Internal control over financial reporting is a process designed
by, or under the supervision of, the Chief Executive Officer (CEO) and
the Executive Vice-President and Chief Financial Officer (CFO) and
effected by the Board of Directors, management and other personnel
to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external pur-
poses in accordance with generally accepted accounting principles.

Due to its inherent limitations, internal control over financial reporting
may not prevent or detect misstatements on a timely basis. Also, pro-
jections of any evaluation of the effectiveness of internal control over
financial reporting to future periods are subject to the risk that the
controls may become inadequate because of changes in conditions,
or that the degree of compliance with the policies or procedures may
deteriorate. Based on this assessment, management has determined
that the Company’s internal control over financial reporting is effective
as at December 31, 2006. In connection with this assessment, no
material weaknesses in the Company'’s internal control over financial
reporting were identified by management.

Management'’s assessment of the effectiveness of the Company’s
internal control over financial reporting as at December 31, 2006, has
been audited by Deloitte & Touche LLP, the Company’s Independent
Registered Chartered Accountants, who also audited the Company’s
Consolidated financial statements for the year ended December 31,
2006. As stated in the Report of Independent Registered Chartered
Accountants, they have expressed an unqualified opinion on manage-
ment’s assessment of the Company’s internal control over financial
reporting and an unqualified opinion on the effectiveness of the Com-
pany’s internal control over financial reporting as of December 31, 2006.
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report of independent
registered chartered
accountants

To the Board of Directors and Shareholders of TELUS Corporation

We have audited the accompanying consolidated balance sheets

of TELUS Corporation and subsidiaries (the Company) as at Decem-
ber 31, 2006 and 2005, and the related consolidated statements

of income, retained earnings and cash flows for the years then ended.
These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these
financial statements based on our audits.

With respect to the financial statements for the year ended
December 31, 2006, we conducted our audit in accordance with
Canadian generally accepted auditing standards and the stan-
dards of the Public Company Accounting Oversight Board (United
States). With respect to the financial statements for the year ended
December 31, 2005, we conducted our audit in accordance with
Canadian generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable
assurance whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present
fairly, in all material respects, the financial position of TELUS Corporation
and subsidiaries as of December 31, 2006 and 2005, and the results
of their operations and their cash flows for the years then ended
in conformity with Canadian generally accepted accounting principles.

We have also audited, in accordance with the standards of the
Public Company Accounting Oversight Board (United States), the effec-
tiveness of the Company’s internal control over financial reporting as
of December 31, 2006, based on the criteria established in Internal
Control — Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission and our report dated
February 14, 2007, expressed an unqualified opinion on management’s
assessment of the effectiveness of the Company’s internal control
over financial reporting and an unqualified opinion on the effectiveness
of the Company’s internal control over financial reporting.
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report of independent registered chartered accountants

To the Board of Directors and Shareholders of TELUS Corporation

We have audited management’s assessment, included in the
accompanying report of management on internal control over financial
reporting, that TELUS Corporation and subsidiaries (the Company)
maintained effective internal control over financial reporting as of
December 31, 2006, based on criteria established in Internal Control

— Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission. The Company’s manage-
ment is responsible for maintaining effective internal control over
financial reporting and for its assessment of the effectiveness of internal
control over financial reporting. Our responsibility is to express an
opinion on management’s assessment and an opinion on the effective-
ness of the Company’s internal control over financial reporting based
on our audit.

We conducted our audit in accordance with the standards of the
Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reason-
able assurance about whether effective internal control over financial
reporting was maintained in all material respects. Our audit included
obtaining an understanding of internal control over financial reporting,
evaluating management's assessment, testing and evaluating the
design and operating effectiveness of internal control, and performing
such other procedures as we considered necessary in the circum-
stances. We believe that our audit provides a reasonable basis for
our opinions.

A company’s internal control over financial reporting is a process
designed by, or under the supervision of, the company’s principal
executive and principal financial officers, or persons performing similar
functions, and effected by the company’s board of directors, manage-
ment, and other personnel to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted
accounting principles. A company’s internal control over financial
reporting includes those policies and procedures that (1) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company;
(2) provide reasonable assurance that transactions are recorded as
necessary to permit preparation of financial statements in accordance

66 ‘ TELUS 2006
financial review

with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with
authorizations of management and directors of the company; and

(3) provide reasonable assurance regarding prevention or timely detec-
tion of unauthorized acquisition, use, or disposition of the company’s
assets that could have a material effect on the financial statements.

Because of the inherent limitations of internal control over financial
reporting, including the possibility of collusion or improper management
override of controls, material misstatements due to error or fraud may
not be prevented or detected on a timely basis. Also, projections of
any evaluation of the effectiveness of the internal control over financial
reporting to future periods are subject to the risk that the controls may
become inadequate because of changes in conditions, or that the
degree of compliance with the policies or procedures may deteriorate.

In our opinion, management’s assessment that the Company
maintained effective internal control over financial reporting as of
December 31, 2006, is fairly stated, in all material respects, based on
the criteria established in Internal Control — Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway
Commission. Also in our opinion, the Company maintained, in all
material respects, effective internal control over financial reporting as
of December 31, 2006, based on the criteria established in Internal
Control — Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission.

We have also audited, in accordance with Canadian generally
accepted auditing standards and the standards of the Public Company
Accounting Oversight Board (United States), the consolidated financial
statements as of and for the year ended December 31, 2006, of
the Company and our report dated February 14, 2007, expressed
an unqualified opinion on those financial statements.
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