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Volume 3, Section 1 – McShane, Cost of Capital 1 
 2 
Q. (pages 55-59 and Appendix E) Please explain in full detail how, if at all, the sample 3 

selection criteria and procedure for conducting the comparable earnings test, for 4 
both the Canadian and U.S. industrial samples, in this proceeding differ from those 5 
which Ms. MsShane employed in NP 2003GRA. Please explain the rationale or 6 
reasons for any changes. 7 

 8 
A. The selection criteria for the Canadian industrial sample in this proceeding are provided 9 

in Appendix E.  The corresponding selection criteria utilized in the NP 2003GRA are 10 
contained in Attachment A.  The principal reasons for changing the selection criteria 11 
were:   12 

 13 
(1) to have as a point of departure a larger universe (i.e., all firms traded on the 14 

TSX in a range of industry classifications versus only those in the S&P/TSX 15 
composite), while, simultaneously applying sufficient criteria to eliminate 16 
higher risk companies; 17 

(2) to address the concern that the criteria previously used allowed the selection of 18 
companies with extraordinary high or chronically depressed returns. 19 
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