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Volume 3, Section 1 – McShane, Cost of Capital 1 
 2 
Q. (page 16, lines 451-454, footnote 8, and Statistical Exhibit, Schedule 1) 3 
 4 

a.  Please provide the empirical evidence on which the statement in lines 453-454 is 5 
based. 6 

b.  For all those utilities listed in Schedule 1 with an “A” rating, please provide the 7 
indicated spread above similar-maturity Canada bonds, on a quarterly (quarter-8 
ending) basis, for the past 5 years, as well as the average of these spreads for each 9 
period. 10 

c.  For each of Fortis BC Inc. and PNG, please provide the indicated spread above 11 
similar-maturity Canada bonds, on a quarterly (quarter-ending) basis, for the past 12 
5 years. 13 

d.  What have been the debt ratings for TransAlta Corporation’s various debt issues 14 
over the past 5 years, and which issue(s) and spreads are being referred to in 15 
footnote 8? 16 

 17 
A. (a) The indicated spread of 175 basis points represents the difference between the 18 

 indicated spread for a new 30-year debt issue for TransAlta Corporation and the 19 
 average indicated spread for a similar issue for CU Inc., Enbridge Inc., Enbridge 20 
 Pipelines, Gaz Metro Inc., and TransCanada PipeLines at the end of May 2003.  21 
 The support for the indicated spread is found in Attachment A. 22 

 23 
(b) Ms. McShane has not compiled all of the data requested nor does she have access 24 

to all of the requested data.  The indicated spread referred to in the testimony is no 25 
longer published in the RBC Credit Weekly.  Therefore, the data have only been 26 
made available to Ms. McShane on a special request basis since late 2004.  27 
Attachment B contains the month-end history of the indicated 30-year spreads for 28 
those A-rated utilities found on Schedule 1 for which data are provided by RBC. 29 
The data are monthly for the period January 2002 through November 2004 when 30 
RBC ceased releasing the data in the Credit Weekly.  The remaining data in the 31 
file represent all of the additional indicated 30-year spreads in Ms. McShane’s 32 
possession. 33 

 34 
(c) Ms. McShane does not have the requested data. 35 

 36 
(d) TransAlta’s debt ratings are provided in response to CA-NP 271b.  The spreads 37 

referred to in footnote 8 are indicated spreads for a new 30-year debt issue as 38 
provided by RBC Capital Markets and therefore do not refer to specific debt 39 
issues. 40 
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of the 30-Year Spreads for A-Rated Utilities 



CA-NP 270b

Date CU Inc.
Enbridge Gas 

Distribution Inc.
Enbridge 

Pipelines Inc.
Epcor 

Utilities Inc.

Gaz 
Métropolitain 

Inc.
Hydro One 

Inc.
Nova Scotia 
Power Inc.

Terasen Gas 
Inc.

Union Gas 
Ltd.

TransCanada 
Pipelines Ltd.

Westcoast 
Energy Inc.

Jan-02 95 128 128 145 140 110 130 110
Feb-02 103 142 142 165 150 120 135 120
Mar-02 96 133 133 148 143 113 118 113
Apr-02 95 133 133 148 145 100 123 100
May-02 100 125 125 150 145 103 130 103
Jun-02 105 125 125 160 150 110 135 110
Jul-02 125 145 145 230 105 180 165 190 165 190
Aug-02 125 135 135 220 105 190 165 165 170 170
Sep-02 125 145 145 250 113 195 170 175 185 180
Oct-02 130 143 143 300 120 205 180 185 205 190
Nov-02 103 125 125 255 115 195 170 165 180 170
Dec-02 103 125 125 220 114 195 170 165 190 170
Jan-03 104 130 130 215 86 200 170 180 200 200
Feb-03 105 135 135 210 100 210 185 190 205 215
Mar-03 115 140 140 215 115 210 190 180 205 205
Apr-03 105 128 128 190 120 98 190 180 145 165 165
May-03 110 135 135 195 120 110 190 180 145 175 172
Jun-03 105 125 125 180 120 99 190 175 135 158 160
Jul-03 100 125 125 175 120 92 190 170 135 145 150
Aug-03 97 125 125 175 115 95 170 170 135 145 150
Sep-03 95 110 110 160 100 82 160 150 130 139 145
Oct-03 90 103 103 150 95 80 155 145 127 137 142
Nov-03 90 95 95 135 86 80 150 135 110 120 128
Dec-03 85 85 85 125 82 78 135 125 105 105 120
Jan-04 83 84 82 125 82 78 135 125 105 103 120
Feb-04 82 87 87 127 84 77 135 122 104 104 128
Mar-04 85 93 93 130 88 87 140 127 113 115 140
Apr-04 85 90 90 130 88 76 135 125 110 110 135
May-04 96 100 100 135 93 86 135 135 120 120 145
Jun-04 100 107 107 140 95 88 145 140 122 123 145
Jul-04 97 105 105 145 91 91 142 137 121 120 145
Aug-04 95 103 103 147 88 88 138 138 123 120 140
Sep-04 95 100 100 138 87 87 135 135 121 118 138
Oct-04 97 104 104 135 87 88 133 135 120 119 138
Nov-04 88 99 99 131 84 84 125 132 115 116 130
Aug-05 80 90 90 126 80 74 122 120 114 114 125
Apr-06 90 100 100 129 89 85 135 129 118 117 123
Jun-06 94 105 105 132 94 87 140 145 123 120 128
Sep-06 97 100 100 133 99 85 142 142 120 120 125
Nov-06 93 96 96 130 95 77 140 130 114 116 120
Dec-06 92 95 95 135 97 79 138 130 107 115 118




