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Rationale

This work plan addresses the points in Guy Sarault’s letter of October 5, 2004, and reflects the suggested course of action contained in the letter from la Régie de l’énergie, which is dated October 6, 2004, and was later adopted. We indicate our understanding of each point, and our plan for addressing it. We also indicate our time estimate by point. These estimates are for budgeting purposes. Billing will be based on actual hours.

Client
This work is being undertaken for Association québécoise des consommateurs industriels d’électricité et Conseil de l’industrie forestière du Québec (AQCIE/CIFQ).

Credentials of Experts

Dr. Lawrence Kryzanowski is currently a Full Professor of Finance and Ned Goodman Chair in Investment Finance at Concordia University. Dr. Gordon S. Roberts is currently CIBC Professor of Financial Services and Area Coordinator, Finance Area, at York University’s Schulich School of Business. Each has over 30 years of experience as a financial expert. They have prepared evidence in utility rate of return hearings in Nova Scotia, Quebec, Ontario and Alberta. Most recently they prepared evidence and testified on behalf of the Consumers’ Group in the Generic Cost of Capital hearings before the Alberta Energy and Utilities Board. A brief curriculum vitae for each expert is attached at the end of this document.

Work  Plan
Time Estimate

1. Review materials, prepare/discuss strategy, and prepare information

requests based on available translations by October 14, 2004;
4 days

2. Prepare written evidence based on the outline below as modified

in discussions;
4.5 days

3.
Respond to information requests on their evidence;
1.5 days

4.
Appear at the hearing to be examined and cross-examined on 

their evidence; and
1.5 days

5.
Assist in preparation of final argument as it applies to the experts’

evidence.
0.5 day

Budget


Expert’s fees (Drs. Kryzanowski & Roberts), 12 days or 96 hours at $350 per hour, for a total of $33,600. GST & PST are additional.

Travel, lodging, etc. for attendance at hearings will be booked at cost.

The above is only for planning purposes. Actual billing will reflect actual hours spent.

Outline of Evidence
I. Introduction and Summary

II. Review and Validation of Return on Equity and Capital Structure Resubmissions in Light of D-2004-47
A.
Return on Equity – formula method used by HQD to adjust ROE

B.
Capital Structure – status quo

III.
Review and Validation of Cost of Debt Calculations in Light of D-2004-47


A.
Existing debt 


B.
Prospective debt

Appendices

Schedules  


BRIEF CURRICULUM VITAE FOR LAWRENCE KRYZANOWSKI

Dr. Lawrence Kryzanowski is currently a Full Professor of Finance and Ned Goodman Chair in Investment Finance at Concordia University. He also was until June 2002 the Co-Director of the Concordia-McGill-Xiamen (CMX) Project of the Canada-China University-Industry Partnership Program in Financial Services. He is a member of CIRPÉE, a Principal Researcher at CREF, and a scientific committee member of Institut de Finance Mathématique de Montréal (IFM2). He has been a visiting scholar at the University of British Columbia, a research associate at the University of Rochester, and a resident consultant at the Federal Department of Finance.
Dr. Kryzanowski has extensive experience teaching undergraduates, MBA (regular, executive and aviation), MSC and Ph.D. students, and executives for the Institute of Canadian Bankers, Shanghai Banking Institute, CMX, Concordia University, Dalhousie University, McGill University and the Bank of Montreal through the Schulich School of Business at York University. Dr. Kryzanowski has extensive experience in developing or managing the development of instructional textbooks for the Institute of Canadian Bankers (ICB) and the Canadian Securities Institute (CSI), which includes the Investment and Portfolio Management text for the ICB, and the Canadian Securities Course text for the CSI.

Dr. Kryzanowski is an active educator, mentor, consultant and expert witness in financial economics, including investment management, risk pricing and management, and regulation and operations of global financial markets, institutions and participants. He is author or co-author of over 85 refereed journal articles and seven books or monographs. Dr. Kryzanowski is the first recipient of Prix ACFAS/Caisse de dépôt et placement du Québec, which recognizes an exceptional contribution to research in finance in Canada. During the past few years, Dr. Kryzanowski was inaugural recipient, with co-authors, of the BGI Canada Award and OSFI Award (latter with Dr. Roberts) for excellence in research on capital markets and on regulation of financial institutions, respectively. His eleven other paper awards for co-authored work are from the Multinational Finance Journal and various North American academic conferences. Dr. Kryzanowski is a former co-editor of finance with Dr. Roberts at the Canadian Journal of Administrative Studies, and founding chairperson of the Northern Finance Association. Dr. Kryzanowski is currently an Editor of the Multinational Finance Journal, an Associate Editor of the International Review of Financial Analysis, and is on the editorial boards of the Canadian Investment Review and Finance India.

Dr. Kryzanowski has experience in preparing evidence as an expert witness in utility rate of return applications, stock market insider trading court proceedings, and confidential final offer arbitration hearings for setting of fair rates for the movement of various products by rail. Together with Dr. Roberts, he prepared a report and briefed counsel on rate of return considerations in the pipeline application in 1997 of Maritimes and Northeast, and prepared evidence on the fair return on equity and the recommended capital structure for the 2001/2002 Distribution Tariff Application (DTA) of Atco Electric and the 2001/2002 DTA, the 2002 DTA (No. 1250392) of Utilicorp Networks Canada (Alberta) Ltd., and the Generic Cost of Capital Hearings in 2003 before the Alberta Energy and Utilities Board. Together with Dr. Roberts, and on behalf of the Province of Nova Scotia, he provided evidence and testified before the Nova Scotia Utility and Review Board in the matter of Nova Scotia Power Inc. in 2002. Together with Dr. Roberts, and on behalf of the Fédération canadienne de l’entreprise indépendante (“FCEI”) / Union des municipalities du Québec (“UMQ”) & Option consommateurs (“OC”), he prepared testimony and testified on capital structure and fair return on equity in the matter of Hydro Québec Distribution before the Régie de l’Energie du Québec in 2003. 

Dr. Kryzanowski is often sought for his technical ability and advice on various matters in financial economics. He has consulted for the Superintendent of Financial Institutions (OSFI), Federal Department of Finance, Canada Mortgage & Housing Corporation (CMHC), Canadian Deposit Insurance Corporation (CDIC), External Affairs Canada, Canada Investment and Savings (CI&S), Hydro Quebec, National Bank, Bombardier, and others.

Dr. Kryzanowski received a B.A. in Economics and Mathematics from the University of Calgary and earned his Ph.D. in Finance at the University of British Columbia.

BRIEF CURRICULUM VITAE FOR GORDON S. ROBERTS

Dr. Gordon S. Roberts is currently CIBC Professor of Financial Services and Area Coordinator, Finance Area, at York University’s Schulich School of Business. Prior to joining York University, he was Bank of Montreal Professor of Finance at the School of Business, Dalhousie University.  Dr. Roberts has held positions as Visiting Professor and Visiting Scholar at Tilburg University (the Netherlands), Deakin University (Melbourne, Australia), University of Toronto, University of Arizona, Xiamen University (China) and the University of Zimbabwe.

In addition to teaching undergraduates, MBA, Executive MBA and Ph.D. students at these universities, Dr. Roberts has extensive experience in executive teaching for the Institute of Canadian Bankers, in the Pension Investment Management School sponsored by the Schulich School jointly with pension consulting firms William Mercer Inc. and Frank Russell and, with Dr. Kryzanowski, at the Bank of Montreal.

An active researcher in the areas of corporate finance, bond investments and financial institutions, Dr. Roberts is author or co-author of over forty journal articles and three corporate finance textbooks. In 2000, he shared with Dr. Kryzanowski the OSFI award for excellence in research on the regulation of financial institutions. Dr. Roberts is a former co-editor of finance with Dr. Kryzanowski of the Canadian Journal of Administrative Studies. He is currently an Associate Editor of the Journal of Banking and Finance, and serves on the editorial boards of FINECO and the Banking and Finance Law Review.

Dr. Roberts is experienced in preparing evidence for utility rate of return hearings. From 1995–1997 he submitted prefiled testimony as a Board witness in rate hearings for Consumers’ Gas. In 1996, he served as an expert advisor to the Ontario Energy Board in its Diversification Workshop.  In 1997, he co-prepared (with Dr. Kryzanowski) a report for the Calgary law firm, MacLeod Dixon, on rate of return considerations in the pipeline application by Maritimes and Northeast. With Dr. Kryzanowski, he filed evidence on three electricity regulatory matters in Alberta in 2001 and 2002 as well as in the Generic Cost of Capital hearings in 2003, evidence on regulatory matters before the Alberta Energy and Utilities Board and the Nova Scotia Utility and Review Board in 2002, and evidence on regulatory matters dealing with Hydro Quebec Distribution in 2003.

Often sought for his advice on financial policy, Dr. Roberts has consulted for the Superintendent of Financial Institutions, the federal Department of Finance, Canada Investment and Savings, Canada Mortgage and Housing Corporation, and Canada Deposit Insurance Corporation, among others.

Dr. Roberts received a B.A. in Economics from Oberlin College and earned his Ph.D. at Boston College. He has been listed in the Canadian Who’s Who since 1990.
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