





Requests for Information

NP-CA-001 Reference: Fair Return for Newfoundland Power (NP), Evidence of
Laurence D. Booth, September 28, 2021.
Table 1 summarizes Dr. Booth's recommended benchmark ROEs and their
component parts as set forth in his evidence as filed with various Canadian
regulatory boards from August 2009 to September 2021. Please confirm
the information in the table is accurate, or revise as required.
Table 1
Basze Risk
Market Risk Preminm Adjustments to
Board/ Dr. Booth's Premium/ (Midpoint) Base ROE and Dr. Booth's
Date Client/ Forecast Long Benchmark Over Long | Flotation Reasons for Benchmark
Filed Company Canada Utility Beta Canada Cast Adjustments ROE
NL PUB/ 5.00% 0.25%
Aup-09 | Consumer Advocate/ 2010:4.5% y 2.50% 0.50% - 7.75%
0.45-0.55 Margin of Error
Newfoundland Power
Régie! & 008 0
Jun-10 1GUA/ 011:45% | 0080 g7 | 0.50% D% 8.25%
; 0.45-0.55 Crisis Premium
Gazifére
Régie/ 5 00-6.00% 0.325%
Jul-11 1GUA/ 2012: 4.5% 045 65§ ’ 2.775% 0.50% Spread Adjustment 8.10%
Gaz Métro e {midpoint 25-40bp)
NSUARB/ 5.00-6.00% 0.5%
Sep-11 NSUARB/ 2012: 4% RO 2.775% 0.50% Financial Crisis T.75%
. 0.45-0.55 .
Heritage Gas Premium
NEB/ Restructuring: 1.2%
Mar-12 CAPP/ 2012: 3.3% SO e 0% 2.775% 0.50% C("i‘;jt)‘gdjzf;n"f‘;:‘ s a0
TCPL Restructuring 2013: 3.8% it ’ T"  oPera Eaths
wist {.8%)
0.40% financial 2012:8.15%
NL PUB/ . crisis/spread in 2012 | 2013: 7.95%
May-12 | Consumer Advocate / %gig gg:;’f' 5(']02;%02;’6 2.775% 0.50% 0.40% plus 0.80% | Fixed Rate for
Newfoundland Power it T Operation Twist in 2 years:
2013 8.15%
1.2%
NSUARB/ . Credit Spread .
Aug-12 NSUARB/ gg{ij i'g;f' 56023?60;]? 2.775% 0.50% Adjust. (41%) ggg: ;g:ﬁ’
NSPI it e Operation Twist O
1.8%)
1.2%
NL PUB/ 5.00-6.00% Credit Spread
Nov-12 | Consumer Advocate / 2013:3.0% 0 45_('] 5 5° 2.775% 0.50% Adjust. (4%} 7.50%
Newfoundland Power . . Operation Twist
1.8%)
1.2%
. Credit Spread Adjust
Fob-13 | BOUWAMPCICEC | op 10 3000 | SO%4600% | 5 mmsee | 0.50% (0.40%) 7.50%
FortisBC 1.45-0.55 . .
Operation Twist
10.80%)







NP-CA-004

NP-CA-005

NP-CA-006

NP-CA-007

NP-CA-008

Reference: Fair Return for Newfoundland Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, page 6, footnote 3.

Please detail the basis for Dr. Booth’s understanding of how U.S. equity
ratios are established in regulatory proceedings.

Reference: Fair Return for Newfoundiand Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, page 21, line 9.

Please provide a copy of the Royal Bank of Canada’s forecast dated
August 12, 2021, as referenced.

Reference: Fair Return for Newfoundland Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, page 24, lines 9-11.

“The main risk is political, since neither short nor long term interest rates
are currently being determined by private sector investors. Instead, and
since the financial crisis, they have been determined by the actions of
central banks supporting their government’s active fiscal policy.”

What are the implications for the financial models used to estimate the
cost of equity based on Dr. Booth’s observation that interest rates are not
being determined by private sector investors?

Reference: Fair Return for Newfoundland Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, page 31, lines 7-9.

Please provide the source from the Federal Reserve Bank of Kansas City
that indicates values below 0 reflect “easy” or “stress-free” capital market
conditions,

Reference: Fair Return for Newfoundland Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, page 33, line 12, to page 36, line 2.

In Dr. Booth’s view, have there been any changes in “the money market”
since 2012, or have conditions remained exactly the same over that
period? Please explain.






NP-CA-013

NP-CA-014

NP-CA-015

NP-CA-016

Reference: Fair Return for Newfoundland Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, page 38, lines 1-2.

“I'was asked to talk at a September 15, 2021 conference at Memorial
University on the economic and fiscal trajectory of the Province.”

Please provide all presentation materials used by Dr. Booth in the above
referenced conference,

Reference: Fair Return for Newfoundiand Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, pages 38-39.

Is Dr. Booth aware of the principal factors that have caused Newfoundland
and Labrador’s debt and credit spreads to increase? If so, please explain
those factors.

Reference: Fair Return for Newfoundland Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, page 39, lines 1-3.

“There is no question that the province’s fiscal position is not as strong as
in 2016 or even 2018, as it seems to have reverted to pre 2007. Whether
this gffects the risk of Newfoundland Power, however, is question.”

Does Dr. Booth believe the province’s fiscal position affects the risk of
Newfoundland Power? Please explain.

Reference: Fair Return for Newfoundland Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, page 41, line 14,

“All businesses face short run and long run visks.”

Does Dr. Booth believe the short run and long run business risks of
Newfoundland Power are different from those of other Canadian utilities?
If so, please explain in detail how Newfoundland Power’s business risk is
different from other Canadian utilities.






NP-CA-022

NP-CA-023

NP-CA-024

NP-CA-025

Reference: Fair Return for Newfoundland Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, page 43, lines 13-15.

“In financial terms NP's actual ROE stochastically dominated the LTC
bond in the sense that no investor would have held the LTC bond if they
could have earned NP's actual ROE.”

In Dr. Booth’s opinion, what considerations does an investor give to
investment in a LTC bond compared to an investment characterized by
regulated utility operations?

Reference: Fair Return for Newfoundiand Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, page 43, lines 13-15.

“In financial terms NP's actual ROE stochastically dominated the LTC
bond in the sense that no investor would have held the LTC bond if they
could have earned NP's actual ROE.”

If investors view an LTC bond the same as an equity investment in a
regulated utility, how would that influence the expected return on those
investments?

Reference: Fair Return for Newfoundland Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, page 44, lines 1-2.

“However, what is striking is the standard deviation of the annual earned
ROEs (variability), which is a broad measure of risk.”

a) Please provide published references that define equity investment risk
in terms of variability of earned ROEs.

b) Please confirm that equity investment risk is typically measured
through the standard deviation of the security’s price over a number of
periods.

Reference: Fair Return for Newfoundland Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, pages 44, lines 15-21.

In Dr. Booth’s opinion, do equity investors ignore prospective risks, and
not require a premium over a risk-free investment, if a company has a
track record of successfully mitigating historic risks? Please explain.






NP-CA-030 Reference: Fair Return for Newfoundland Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, page 48, lines 13-14.

“In other words, the possibility of higher electricity costs due to Muskrat
Falls is not a factor during the upcoming test years.”

In his assessment of Newfoundland Power’s business risk and in
consideration of the Muskrat Falls Project, did Dr. Booth identify any
utilities with supply risk similar to that of Newfoundland Power? If so,
please identify those utilities.

NP-CA-031 Reference: Fair Return for Newfoundland Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, page 48, lines 25-26.

“Until the magnitude of any price increases is clarified it is difficuls to
assess their impact, but the risk is not as great now as it was three years
ago since mitigation is under way.”’

Please describe how concerns regarding the reliability of the Labrador-
Island Link and the adequacy of generation resources on the Island of
Newfoundland were factored into Dr. Booth’s assessment of
Newfoundiand Power’s business risk.

NP-CA-032 Reference: Fair Return for Newfoundland Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, page 51, lines 1-7.

“In 2019 I provided evidence before the Island Regulatory and Appeals
Commission of PEI (IRAC} on Maritime Electric. Of relevance is that
Charlottetown has almost the highest customer rates in Canada which are
significantly higher than NP's current rates yet there was no discussion of
Maritime Electric’s customers cutting the power cord and switching to
alternative fuels. In fact, quite the opposite. At Schedule 5 is an extract
Jfrom Concentric Energy's report on Maritime Electric’s business risk
from alternative fuels. They note that customers are switching from fuel
oil to electricity using heat pumps.”’

How does the adoption of heat pumps and resulting impact on energy sales
for Mantime Electric compare to the adoption of heat pumps and resulting
impact on energy sales for Newfoundland Power?






NP-CA-036

NP-CA-037

NP-CA-038

NP-CA-039
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Reference: Fair Return for Newfoundiand Power (NFP), Evidence of
Laurence D. Booth, September 28, 2021, page 67, lines 14-23.

Has Dr. Booth relied on market data or estimates from third party sources
as direct inputs in his CAPM analysis to generate this estimate? If yes,
please list those sources, and indicate where that data was directly utilized
as inputs to his CAPM analysis.

Reference: Fair Return for Newfoundland Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, page 74, lines 16-17.

What has been the average annual return for the U.S. stock market (as
measured by the S&P 500 Index) since TD Economics published its
forecast of 4.5% on January 5, 2016?

Reference: Fair Return for Newfoundland Power (NP}, Evidence of
Laurence D. Booth, September 28, 2021, page 81, line 1.

a) Please provide the source data, in Excel format, for the unnamed chart
at the top of page 81 showing the eamed ROE for Corporate Canada
since 1988.

b) Has Dr. Booth calculated the variability of the earned ROE for
Corporate Canada, as shown in this chart? If so, please provide that
analysis in Excel format with all formulas and links intact.

Reference: Fair Return for Newfoundland Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, page 83, lines 18-20.

“The basic message is that the equity market return is tied to the ROE
earned by the overall stock market, which has been around 10%.”

Please provide support for the statement that the ROE eamed on the
overall stock market has been around 10%. Please indicate for which
market, over what time peniod, and for what market capitalization.






NP-CA-043

NP-CA-044

NP-CA-045

NP-CA-046

NP-CA-047
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Reference: Fair Return for Newfoundiand Power (NP}, Evidence of
Laurence D. Booth, September 28, 2021, page 87, lines 3-5.

a} Please confirm that Mr. Coyne utilizes a Canadian proxy group and
risk comparisons in his evidence.

b) Please indicate whether Mr. Coyne’s Canadian proxy group results are
higher or lower than his US proxy group results.

Reference: Fair Return for Newfoundland Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, page 87, lines 9-11.

Please indicate where in Dr. Booth’s Appendix B the market risk premium
is higher in the U.S. than in Canada.

Reference: Fair Return for Newfoundiand Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, page 87, lines 12-13.

Please provide the basis for the statement that it is “widely recognised”
that the implementation of regulation in the U.S. 1s different than in
Canada.

Reference: Fuair Return for Newfoundland Power (NP}, Evidence of
Laurence D. Booth, September 28, 2021, page 88, line 2.

Please provide a copy of the referenced Morningstar report for Emera.
Reference: Fair Return for Newfoundland Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, page 89, lines 4-7.

“In answer to CA-NP-62 Mr. Coyne reported the self-generation for each
of the U.S. utilities in his sample. The average is 69%. Quite strikingly
nuclear generation was present for 6 of the 9 U.S. utilities with an average

of 43% nuclear generation.”

a) Please provide the source of the information in the above-referenced
passage.

b) Please provide a copy of the Momingstar report quoted on line 7.






NP-CA-051

NP-CA-052

NP-CA-053

NP-CA-054

NP-CA-055
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Reference: Fair Return for Newfoundiand Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, page 95, lines 4-13.

What does Dr, Booth believe to be the most important factor considered
by Moody’s and DBRS in determining Newfoundland Power’s credit
rating?

Reference: Fair Return for Newfoundland Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, page 96.

Please confirm that Newfoundland Power’s issuer rating from Moody’s is
Baal and that the A2 credit rating referenced on page 96 of Dr. Booth’s
evidence is the secured debt credit rating associated with Newfoundland
Power’s first mortgage bonds.

Reference: Fair Return for Newfoundland Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, page 97, lines 3-12.

Please confirm whether bond rating agencies use actual financial results in
assessing a company’s credit metrics.

Reference: Fair Return for Newfoundland Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, page 98, lines 10-11

What impact does Dr. Booth believe a 7.5% allowed ROE on a 40%
common equity ratio would have on Newfoundland Power’s credit ratings
from Moody's and DBRS?

Reference: Fair Return for Newfoundland Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, page 98, lines 10-11

Please identify any authorized equity returns for investor-owned utilities
in Canada as low as Dr. Booth’s ROE recommendation of 7.5%. If there
are no returns in Canada as low as Dr. Booth’s recommendation, please
explain how his ROE recommendation of 7.5% ineets the comparable
return requirement of the Fair Return Standard.






NP-CA-060

NP-CA-061

NP-CA-062

NP-CA-063
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Reference: Fair Return for Newfoundland Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, Appendix C, page 11, lines 23-
24,

“Why this is important is that Mr. Coyne uses adfusted betas estimated
over weekly time periods from Value Line and Bank of America Merrill
Lynch.”

Please identify where Mr. Coyne has utilized betas from Bank of America
Merrill Lynch.

Reference: Fair Return for Newfoundiand Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, Appendix C, page 12, table of
Canadian Betas; page 13, tables of US Gas Companies and US Electrics.

Please provide the source data used to create these tables of beta estimates
in Excel format with all formulas and links intact.

Reference: Fair Return for Newfoundiand Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, Appendix C, page 15, lines 1-2.

“From this analysis, I can see no reason that would cause me to deviate
from my normal generic risk assessment for a Canadian utility of a beta
range of 0.45-0.55.”

Has Dr. Booth ever deviated from his generic estimate of a beta for an
electric or gas distributor? If yes, please provide that estimate and the
relevant testimony.

Reference: Fair Return for Newfoundland Power (NP), Evidence of
Laurence D. Booth, September 28, 2021, Appendix D, Schedule 15 — US
Electric UHC Data.

a) Please provide the source data in Excel format with all formulas and
links intact.

b) Isthe ROE based on historical or projected data?

¢) Is the retention ratio based on historical or projected data?






