
GREAT 
CONNECTIONS 
CREATE 
OPPORTUNITY

Benjamin Franklin used a kite and a key to make a breakthrough electrical connection that led to the invention of the lightning rod and the

electrical battery. Then Michael Faraday made the connection between magnetism and electricity and produced the first electric generator. 

When electricity reached the home, the number of household inventions using electricity grew exponentially. Great connections in electricity 

continue today, and you can find out more in this ALTALINK 2003 ANNUAL REPORT.





AND INDEPENDENCE
BRINGS FOCUS

Sometimes we call them rebels, mavericks, nonconformists. People who are not influenced by the direction everyone else is headed. These are the

people and companies that step outside the mainstream so they can see things from a different perspective. Uncluttered, unencumbered, focused.

At AltaLink we understand this kind of freedom. We have only one business: transmission. It’s what we do and we’re good at it. 



THE CHANCE
T0 INTRODUCE SOMETHING

In 1876, a simple device was introduced that transmitted sound using electricity. It began as a multiple telegraph. But one thing led to another and

it evolved into the telephone. Inventions are rarely brand new; they build on ideas and other inventions. At AltaLink, we believe we have the expertise

in transmission that will result in better ways of moving electricity. 



THAT NEVER 
EXISTED BEFORE

Canada has a strong tradition of creating private companies to accomplish major initiatives. Take the railway that was formed to physically unite Canada from

coast to coast. AltaLink is another good example. We were formed to own and operate a transmission system that carries electricity around the province of

Alberta. It is a valuable service — essentially it’s the electrical highway of our province — and we intend to add more value by making it work better. 



AND THE ABILITY TO INFLUENCE

The amount of information that bombards us every day is increasing, leaving little time or opportunity for understanding. Yet what we remember, what

inspires us, is usually very simple – like a child inspired to become an astronaut. AltaLink operates a highly complex business, but our focus is simple. We

are an independent transmission service provider, committed to operating a safe, reliable and efficient transmission system for the benefit of all Albertans. 



WHAT PEOPLE 
BELIEVE THEY CAN DO

We have all seen acrobatics that seem to defy the laws of nature. How do they do it? Human potential is so vast. As individuals, as teams, as companies.

Can you imagine the potential of a company, guided by one mandate, linked by a common set of values and what it could accomplish? Pure energy at

work. That is the environment we are working to create at AltaLink, for our employees, our customers, our stakeholders. 



IS THE LIGHT 
ON OR OFF? 



AT ALTALINK WE KNOW TRANSMISSION
AND IT’S OUR BUSINESS TO
ENSURE THAT THE LIGHT STAYS ON and that customers have access

to the most cost-effective electricity supply. We are Canada’s first stand-alone independent transmission company. We are focused on providing

innovative technical and financial solutions to enable Alberta’s growing electricity market. 



1100026585

Kilometres 

of AltaLink’s 

transmission 

lines across 

Alberta

Percentage of 

Alberta’s 

population

served 

by AltaLink

Substations 

that AltaLink 

operates



SINCE THE MID-EIGHTIES, ALBERTA’S
TRANSMISSION INFRASTRUCTURE 
HAS NOT BEEN SIGNIFICANTLY UPGRADED.
AND IT NEEDS WORK. That’s where AltaLink comes in. Not only are we focused

on operating the safest, most efficient electrical system possible, we are proposing to build new transmission facilities. These facilities 

will secure benefits for every Albertan, increasing the effectiveness and reliability of the entire grid. 
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1. North-South Upgrade Project

The backbone of Alberta’s transmission grid is the North-South

corridor between Edmonton and Calgary. AltaLink is proposing

to upgrade an existing 240 kV line to a 500 kV line to better

support the load-heavy southern region of Alberta. Reduced

losses on the integrated system would more than pay for the

$230 million cost of construction (present value 2003 $). The

new line will not require a new right-of-way, thereby avoiding

the environmental and land-use impacts associated with

creating a new corridor. 

2. Wind Power

The Pincher Creek area in Alberta registers some of the highest

wind speeds in North America and is ideally situated for wind-

power generation. AltaLink can connect this renewable energy

source with the rest of the province, providing a clean alternative

to thermal generation. Transmission will bring this power to

market for all Albertans.

3. Cordel – Metiskow

AltaLink will build a two-pole 240 kV transmission line between the

Cordel and Metiskow substations. This project was the first awarded

to AltaLink under the former Transmission Administrator’s request

for proposal system. The 100-kilometre line will be located parallel

to and just south of the existing 240 kV line.

4. Josephburg

The new Josephburg substation adjacent to Shell’s Scotford

Upgrading Plant ensured the reliability of electricity service to one

of Alberta’s largest power consumers. Between January and June 

of 2003, technicians worked seven days a week to complete the

new $20 million substation, string several kilometres of double and

single circuit transmission line and cut over newly constructed

telecommunication facilities. At times, there were as many as 60

people working on the Josephburg project to help bring the first

phase to completion by April 30, 2003.

5. Alberta-British Columbia Interconnection

AltaLink owns the Alberta half of the vital 500 kV interconnection

with British Columbia. This interconnection links the Alberta

market with the larger Pacific Northwest electricity grid. The

benefit for customers is two-fold. First, the generation market

can potentially be opened to greater competition, putting

downward pressure on prices as more generators compete

against each other. And second, the link allows Alberta the

opportunity to export some of its excess electricity to U.S.

markets through British Columbia. 

6. Banff National Park

AltaLink was the first company in Canada to have a Model Class

Screening Report approved by the Canadian Environmental

Assessment Agency for work in a National Park. Our Screening

Report commits us to protecting the unique environment of Banff

National Park while giving us the ability to continue to provide

safe and reliable transmission service to our customers in the

region. AltaLink is committed to maintaining all environments

that may be affected by our transmission business.

ALTALINK’S ALBERTA 
ELECTRIC SYSTEM
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AS THE OWNER AND OPERATOR OF 
ALBERTA’S MAJOR ELECTRICAL 
TRANSMISSION SYSTEM, ALTALINK HAS 
ENORMOUS IMPACT on the reliability of electricity in Alberta. And because

of our independent focus, AltaLink is positioned to enable Albertans to access the lowest-cost generation.

14

On April 30, 2002 AltaLink assumed control of Alberta’s largest transmission system and a new era in

Canada’s electric industry began. With this transaction, we became the first independent transmission service

provider in Canada. We own the major transmission backbone of Alberta, with more than 11,000 kilometres

of transmission lines and 265 substations that supply 85 per cent of the Alberta population. 

This is a tremendous asset, which is vital to the continuing growth and economic development of Alberta. However,

as it stands today, the grid is not operating at close to the levels of efficiency that it could. Over the past five years,

Alberta’s consumption of electrical power has grown significantly. In that time, more than 3,000 MW of power gen-

eration has been developed, yet the transmission system is largely the same as it was in 1985. The result is

congestion on the Alberta power grid – there are areas of the province with low-cost electrical generating capacity

that cannot reach the areas where the low-cost power is needed. So our mandate is clear – to work with

the Alberta Electric System Operator (AESO) to create the most efficient transmission system possible: one

that can meet current needs, anticipate future needs and ensure reliable, safe and competitive electric power

for our Alberta customers. AltaLink operates as an independent company with a single

focus – transmission – a first in Canada’s power industry. Being the first to do anything presents

both opportunities and challenges. But doing something that hasn’t been done before also brings

benefits created by new thinking and new ideas. This has certainly been true of our first year of operation. The more than

200 employees that form AltaLink came together as a team to tackle the challenges of building Canada’s first

independent transmission business. We blended the tried with the new in developing integrated programs

and procedures used before with new strategies and innovative ways to approach our business. I am

extremely proud of the way we have delivered cost-effective, reliable service with a sense of commitment,

energy and enthusiasm for our organization and the job ahead. From an operational and financial standpoint, our first year

was a success. Our net income was more than $30 million on total revenue of approximately $152.5 million. We

invested more than $90 million back into Alberta’s infrastructure to continue to provide safe and reliable service.

LETTER 
TO STAKEHOLDERS
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As I look forward, one of the greatest challenges facing our company will be to effectively communicate the

enormous value of transmission and the benefits of continuing to invest in that infrastructure. For most 

people, transmission is invisible; it is the sector of the electricity business that everyone takes for granted.

Today it represents between five and ten per cent – less than half a cent per kW/h – of your electricity bill. But

if you isolate transmission from the rest of the electricity cost – which is what AltaLink was established to do

– there are enormous benefits to be gained for electricity consumers in Alberta. Primary among these

are a lower relative cost of electricity, greater reliability, more competition and greatly enhanced efficiency

in the marketplace. A major role for AltaLink will be to take our story and our messages to all of our audiences. As a

regulated business, AltaLink must obtain a broad consensus among a large group of stakeholders to get the approvals 

necessary  for all aspects of our business: from the rate of return we are provided for use of our transmission lines to the

authorization of a new project. Projects must get the approval of two specific independent groups – the AESO and the Alberta

Energy Utilities Board (EUB) – as well as the support of a broad range of stakeholders that includes landowners, environmental

groups and customer representatives. Educating our stakeholders on the values and benefits of transmission will be a critical

factor in achieving our goals. When Alberta deregulated its electricity market, one of its goals was to provide

Albertans with the opportunities that a competitive market could provide, including lower power prices than

if the market was still fully regulated, greater efficiency and improved system reliability. In Alberta’s marketplace,

Transmission and Distribution remain regulated while Generation and Retail have moved to a competitive system. The distinct

separation of roles within the power industry creates an opportunity for new ideas and new strategies to be brought forward

for the benefit of Albertans. At AltaLink, our ideas and strategies offer a unique perspective on Alberta’s power industry. We

focus on how transmission brings value in a deregulated market, and how transmission can continue to support the industry

and the province through the development of a more efficient and effective system. To our stakeholders we have

three key messages: 1. There is tremendous value in transmission that we have yet to fully capitalize on; 

2. Investment in the grid is necessary to maintain its efficiency and reliability; 3. We intend to work closely

with all our stakeholders to support the communities in which we live and work.

COST OF DELIVERED ENERGY 

VS. ALTALINK COST (¢/kWh)

0

.15

.30

.45

.60

96
0

4

8

12

16

97 98 99 00 01 02

Transmission represents a fraction 

of customers’ bills – less than half a cent per kW/h. 

And since 1996, as the cost of power 

has increased, the cost to supply transmission 

service on AltaLink’s system has dropped 

more than 40 per cent.
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THE VALUE OF TRANSMISSION AltaLink has one focus – transmission. We believe it is the single

most powerful mechanism available to consumers to ensure access to the lowest-priced elec-

tricity generation. And it is important to recognize the value that transmission can provide.

From 1996 to 2002, consumers experienced an overall increase in electricity prices of approximately 75 per

cent. In those same seven years, the cost of transmission has decreased – in fact, AltaLink’s (and TransAlta’s,

the previous owner) wires cost decreased by 40 per cent. Transmission costs are declining for the benefit of

Albertans and we, as a new and independent company, are leading the drive to efficiency. During the same time

frame, the costs of generation have risen dramatically. In 2002, generation costs were more

than double what they were in 1996. As I mentioned, since 1998 more than 3,000 MW of genera-

tion has been added to Alberta’s electricity supply. That’s enough power to supply every home

and business in Calgary and Edmonton combined. But, since the mid-80s, there haven’t been

any significant additions to Alberta’s grid. Why? Our growing economy demanded

power. Because of the urgency of the demand and the time required to obtain transmission approvals, we in

Alberta sacrificed value for speed of development. Investing in transmission can help to return value to

Alberta’s electric system. Transmission’s ability to connect low-cost generators to customers offers a unique

opportunity to realize the benefits of deregulation. In deregulating markets around the world, policy-makers and market

participants have learned that in order to realize the full promise of a competitive electricity market, the role of transmission

must be considered in a new light. No longer is transmission required solely to ensure reliable supply. It is about more than

just keeping the lights on. It is now vital to have sufficient transmission to ensure the efficiency and effectiveness of the

competitive market. In today’s growing electricity market, transmission can act as a low-cost, high-value solution

to the increasing demand for power. And as Alberta’s largest transmission services provider, we are well

positioned to be the leader in enabling the province’s power system to meet those demands.



17

THE NEED TO INVEST The August 2003 blackout that knocked out power to 50

million people in Canada and the United States shined a spotlight on transmission,

and on the need to invest to maintain its reliability. But investment in Alberta’s

transmission system is about more than maintaining reliability. Investment in transmission can make Alberta’s entire

electricity market more efficient. As an independent, single-focus transmission owner, AltaLink avoids the

conflict that owners of both generation and transmission experience when committing capital to projects. We

offer a perspective unique in Alberta – a perspective committed to finding solutions through transmission. 

In May of 2003, the Alberta Government recognized the importance of transmission when it released its

Proposed Transmission Development Policy. In the United States, the Federal Energy Regulatory Commission has

also moved to recognize the value of transmission and the need for fair returns on infrastructure investment.

Now is the time to reinforce the backbones of Canadian electric systems and for Canadian regulators to update

their approach to compensating owners for their investments in transmission. The load-heavy southern region

of Alberta needs improved access to the low-cost generation in the northern region of the province. The exist-

ing transmission system between Edmonton and Calgary is currently very heavily loaded. And as the demand for

energy grows, losses on the existing system become more and more significant. All transmission lines experience

line losses during normal operation in the form of heat. But when lines are more heavily loaded, those losses become significantly more

pronounced. Since 1996, line losses have grown, becoming a larger part of the cost of transmission in Alberta, but through investment in

the transmission system, there are opportunities to reduce them. AltaLink’s North-South 500 kV Upgrade Project is a prime

example of how transmission development can facilitate an efficient and effective market. This self-paying

project saves $320 million by reducing line losses on the transmission network, and will be a key component of

AltaLink’s business in the future, with a projected in-service date of late 2006. Responsible growth is crucial to an

effective electrical system. The Electric Utilities Act, which requires each individual project to be

examined first by the independent AESO and then approved by the EUB, mandates that electrical

solutions be proven to be the most effective for Albertans.
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Losses in electricity as it is transported along transmission 

lines are a normal part of operations, however, losses increase as 

lines become more heavily loaded. The heavily-used system between 

Edmonton and Calgary is losing 75 MW – enough to supply 55,000 homes. 

AltaLink’s North-South Upgrade Project would expand the capacity 

of the line and reduce losses. The savings as a result of the reduction

would more than pay for the cost of the project.
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OUR COMMITMENT TO OUR COMMUNITY Beyond the steel, wood and wires of transmission, AltaLink believes in being

a part of the communities in which we operate. Our commitment extends to the people and the land that

could be affected by the operation of our transmission business. While AltaLink’s

key role is to provide safe and reliable electric transmission service, the company is committed to

helping improve the quality of life in the areas it serves. A large part of AltaLink’s commitment to the community includes

the United Way. In the fall of 2002, AltaLink launched its first ‘Powerful Giving’ program aimed at supporting

local registered charities in the communities in which AltaLink employees live and work. AltaLink committed

to matching employees’ donations dollar-for-dollar with each employee having the ability to choose the

registered charity to which the donation would be directed. The ‘Powerful Giving’ program saw AltaLink

employees come together to donate more than $65,000 to such charities across Alberta. AltaLink’s match of

employee donations brought the total contribution to more than $125,000. AltaLink was named as a finalist in the United

Way’s Spirits of Gold Awards for the Best, First-Time Employee Campaign. As a big believer in giving back to the com-

munities in which we work, I was extremely proud of our employees and the commitment they showed to improve

the lives of the people around us. Beyond the giving of dollars and cents, AltaLink employees

have donated their time and effort through Days of Caring events. These events are organized to offer charita-

ble organizations support through hands-on effort. Employees volunteer to participate, taking approximately

770 man hours from their daily schedules to support the Boys’ and Girls’ Club of Calgary, Project 118, Habitat for

Humanity, Inn from the Cold and the Calgary Food Bank. Our commitment to the

community also extends to the environment. This year, AltaLink was the first company in Canada to have

a Model Class Screening Report approved by the Federal Government’s Canadian Environmental

Assessment Agency. Our Screening Report commits us to protecting the environment of Banff National

Park while ensuring that we are able to meet our responsibilities of providing safe and reliable trans-

mission service to our customers. AltaLink will continue looking for innovative environmental solutions

to minimize our impact on the environment.
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MOVING FORWARD AltaLink is committed to transmission, and to delivering the opportunities that transmis-

sion provides to Albertans. The Government of Alberta’s proposed Transmission Development Policy is an important step in providing

Albertans the opportunity to use the power of transmission to enable Alberta’s electricity

market to grow with the needs of the province. We are strongly in support of this proposed

policy and will continue to represent Alberta end-users and our stakeholders by developing

sustainable, efficient and effective transmission solutions. Alberta’s regulated environ-

ment can present significant challenges. AltaLink will continue to work with the AESO and

the EUB to achieve the balance between cost-effective transmission service and the corres-

ponding investment needed to secure the reliability of the grid, benefiting all Albertans.

Safety and reliability are crucial in our business. The safety of our

employees, our customers and the environment is AltaLink’s top priority. We are committed to providing the safe

and reliable service that Albertans have relied on for years. But now, we are doing more. We are enabling a

market that will create value for Albertans. Transmission is an asset on which Alberta has yet to fully capitalize.

AltaLink is leading the way to a better and more efficient electricity system. We

have only been in business for one year, but we’re in it for the long term and

we’re ready to make a valuable difference for Albertans. In just one year, our

employees have created a company built on independence and innovation. We

will continue to represent transmission and represent all Albertans as we work

toward building a more efficient and effective electricity market through the

connecting power of transmission.

On behalf of Management and the Board of Directors, 

Scott Thon, 

President and Chief Executive Officer, 

September 18, 2003
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WE CONNECT 
THE NORTH 



TO THE SOUTH...
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Building a Competitive Electricity Marketplace Alberta’s electricity industry has undergone significant

changes over the last decade. Beginning in 1996, Alberta began restructuring its electricity industry — creating an open

market for customers in the Generation and Retail sectors, while preserving the regulated Transmission and

Distribution sectors. This restructuring was completed to separate the vertically integrated regulated utility and

provide consumers with access to competitively priced power. Today there are a number of Generators and Retailers

operating in the competitive market in Alberta. But given the natural monopoly of transmission and the requirement

for stability of supply, Transmission Facility Owners (TFOs), like AltaLink, continue to operate in a regulated environment.

Under the new Electric Utilities Act, TFOs are encouraged to work with the Alberta Electric System Operator (AESO) to

advance proposals that would facilitate a more competitive market. While the Government of Alberta has demonstrated a com-

mitment to providing electricity at the most competitive price through the Department of Energy’s Proposed

Transmission Development Policy, this is not a simple mandate. Electricity prices in Alberta have been

impacted by the fluctuating price of natural gas that generates electricity, as well as the dramatic growth of

demand for electricity within the province. In Alberta, the resources required to generate and deliver electricity are spread across a

vast area. And some of the transmission systems needed to move electricity are 40 years old

and are beginning to show signs of wear. Industrial growth within Alberta has resulted in

pockets of excess electrical generating capacity in certain areas without the ability to move this

low-cost power to areas with an increase in demand. This has led to inefficiencies in the system

and unnecessary cost increases for consumers. Efficient transmission is critical to control 

costs, reduce the incidents of constrained capacity and allow electricity to flow more freely.

An enhanced transmission system will make Alberta’s deregulated power market more competitive.

AltaLink’s proposed North-South Upgrade Project is an example of one that squarely addresses this need. 

ALTALINK’S 
NORTH-SOUTH
UPGRADE
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OVERVIEW AltaLink proposes to replace a 40-year-old 240 kV steel tower transmission line running between the

generation-heavy Lake Wabamun area and Calgary with a new 500 kV line. The new line will follow the existing

corridor, resulting in the lowest possible impact on the environment and surrounding land. Of the two adjacent

240 kV lines currently on the corridor, only one of the lines will be upgraded to 500 kV. Upgrading the North-South transmission 

system is the critical first step to facilitate an efficient and effective electricity market. The existing transmission

system between the Edmonton and Calgary regions is approaching its maximum capacity, and there is growing

demand for electricity in Southern Alberta. 

PROJECT BENEFITS 1. All Albertans benefit from this project. This project is not

designed to solely benefit residents of Southern Alberta. The beauty

of this project is that it reduces losses and improves efficiency on the

main transmission network to the benefit of all customers in Alberta.

2. The upgrade significantly enhances the transmission grid’s efficiency. As electricity is transmitted

through the transmission grid, some energy is lost in the form of heat – these losses

are referred to as ‘system losses’. This is a normal situation, but given that the line

is very heavily loaded, more energy is being lost than necessary. 3. The proposed upgrade will save approximately 75 MW –

enough power to supply 55,000 homes – that is currently being lost during transmission.

This improved efficiency means the AESO can save $320 million in payments and

improve the reliability of the system, so in turn, consumers pay less for electricity.

4. This project will increase capacity on the North-South transmission line by approximately 600 MW, providing

additional low-cost generation to Southern Alberta. 5. Market effectiveness will improve. With

COST OF DELIVERED ENERGY IN ALBERTA (Average Annual ¢/kWh)
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additional capacity available so more electricity can be transmitted,

the lowest-cost generators in Alberta regardless of location can

participate in the market. 6. Environmental and land use impacts are significantly

avoided using AltaLink’s proposed construction plan. Upgrading the line will be completed within the existing right-of-way

and does not require the creation of a completely new right-of-way. 7. The upgrade

will help meet Alberta’s rapidly growing demand for power. Alberta’s population has grown

dramatically in the last decade, and forecasters predict this trend will not slow

anytime soon. With the Edmonton to Calgary transmission system nearing its

transfer capacity, the system must be upgraded to protect consumers from more

costly, less effective and potentially unreliable power supply. 8. The upgrade will reduce environmental emissions that are

created when electricity is produced. The generation of 75 MW, an amount equivalent to what is being lost in the form

of heat during transmission, releases significant emissions into the atmosphere. With the upgrade, the system

losses are eliminated and so are the emissions.

PROJECT COSTS The full lifetime cost of the project is approximately $230 million (present value 2003 $). The total savings that will accrue through

reduced system losses is greater than the cost to construct the North-South transmission line.

COSTS AND BENEFITS OF THE NORTH-SOUTH UPGRADE PROJECT

(Present Value 2003 In Millions $)
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The North-South Upgrade Project provides 

direct benefits of $775 million with a construction

cost of $230 million (present value 2003 $). 

Indirect benefits, including increased system reliability 

and lower cost generation access, could increase 

those benefits to Albertans even more.
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MAINTAINING MORE THAN 11,000 
KILOMETRES OF TRANSMISSION LINES IS A JOB
THAT REQUIRES INNOVATION AND SKILL to ensure safe,

reliable service is maintained with minimal impact on the environment. AltaLink employees use a non-traditional method – helicopters – to access

transmission towers from the sky, completing maintenance more than 12 stories above the ground. Whether in a difficult to reach mountain 

pass or in the middle of a bumper crop, AltaLink can be airborne. That puts us where we need to be without adversely impacting the environment.

And by using helicopters we are able to get on top of more towers in a single day than we used to be able to do in a week. We’re more productive,

we’re saving money and we’re increasing reliability, all by using innovation in our maintenance. Stepping off a helicopter and on to a transmission

tower may not be the easiest way to get the job done, but it’s the best way, and at AltaLink, that’s what we’re all about. 
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Our first priority as a transmission services provider is to keep the lights on. A dedicated team of experts

work every day to ensure that the transmission system that supplies electricity to 85 per cent of Alberta’s

population is there at the flick of a switch. An example of such dedication was the seamless relocation of our

power system control centre and hundreds of communication circuits to AltaLink’s new building. In Alberta’s reg-

ulated transmission industry, the AESO directs transmission service providers to construct new facilities required

on the transmission system. For AltaLink, the first year of operation was one of the most aggressive construction

and maintenance years in ten years. The company completed 25 new facility projects, with individual project costs

ranging from $100 thousand to $20 million, totalling $40 million. At the same time, AltaLink completed $40 million

worth of maintenance work to ensure that Alberta’s transmission system remained reliable. The total capital

expenditures were $90 million, doubling the average of the previous three years.

JOSEPHBURG AltaLink’s Josephburg Project, located adjacent to Shell Canada’s Scotford upgrading facility near

Fort Saskatchewan, was a multi-million dollar project that entailed the construction of a 240/138 kV sub-

station and the associated transmission lines and telecommunication facilities. With capital costs totalling

$20 million, the project was AltaLink’s largest in 2002/2003. Working seven days a week between

January and April to meet our customers’ needs, as many as 60 AltaLink employees and contractors completed the new

substation, strung several kilometres of double and single-circuit transmission lines, and cut over newly constructed

telecommunication facilities. One of the most challenging tasks during the construction of the project required lifting

in place a 240 kV tower while a neighbouring 240 kV circuit remained energized. This called for both experi-

ence and innovation. AltaLink turned to SNC Lavalin ATP, who teamed with AltaLink’s transmission crew and

OPERATIONS 
REVIEW
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subcontractors and, using several very large cranes and an innovative lifting method, suspended the ener-

gized circuit a safe distance from the work area. During this time the second circuit was de-energized and

attached to the new tower. This innovative technique eliminated the need for a costly and risky double-circuit

240 kV outage.

ENVIRONMENT, HEALTH AND SAFETY AltaLink takes its responsibility towards the stewardship

of our natural environment and the safety of its employees, contractors and the public very

seriously. Great care is taken to manage the risks of our operations on the environment and the

communities in which we work. AltaLink completed a review of critical safety-related tools, equipment and work pro-

cedures in 2002/2003. This included everything from climbing procedures to helicopter entry and exit

procedures. We reassessed equipment including live line tools, stringing tools, lifting/hoisting equipment,

cranes and vehicles. During 2002/2003, AltaLink recorded world-class safety performance. An All Injury Frequency Rate (AIFR) of one or less

is considered in the industry to be world-class safety performance. 1. AltaLink's AIFR for employees was

0.97 injuries per 200,000 hours of exposure. Including AltaLink Contractors, the AIFR

was 1.14 per 200,000 hours of exposure. 2. The electrical utility industry’s average AIFR

2001 (last released statistics) average rate was 2.47. The AIFR rate includes Lost Time Incidents

(greater than the day of the injury) and Medical Aid Injuries.
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BUSINESS DEVELOPMENT

Duane Lyons
Senior Vice President, Business Development

Mandate

To identify and evaluate new business opportunities and suc-

cessfully develop those which are consistent with AltaLink’s

overall strategy and meet our growth objectives and the needs 

of the province.

2002 Accomplishments

– Introduced the North-South 500 kV Upgrade Project to the

Alberta Electric System Operator

– Evaluated export alternatives and is developing a phased

approach to export

– Responded to the Alberta Department of Energy’s Proposed

Transmission Development Policy

CORPORATE SERVICES

James Harbilas
Executive Vice President and Chief Financial Officer

Mandate

To provide sound strategic financial stewardship, information

services and physical infrastructure with a high standard of

technical excellence that enables the achievement of company

objectives.  To ensure that AltaLink has the financial resources

and guidance to execute on its business plan.  

2002 Accomplishments

– Led the transition and integration of the TransAlta transmission

assets to AltaLink as a stand-alone entity

– Led the procurement and negotiation of temporary bridge

financing for the acquisition of the transmission assets

– Procured initial credit ratings (A+ Dominion Bond Rating

Service; A- Standard & Poor’s) that are comparable to peers and

in the top quartile for Canadian utilities

– Refinanced bridge facilities through a $300 million senior 

bond issue

HUMAN RESOURCES

Don Richards
Director of Human Resources

Mandate

To provide leadership that supports AltaLink’s vision through the

hiring, retention and development of people in a culture that,

while we work hard to achieve business results, we provide an

environment for people to achieve their career aspirations and

overall wellness.

2002 Accomplishments

– Developed Human Resources infrastructure, policies and processes

– Fostered a single “AltaLink culture”

– Voluntary turnover reduced from 13% (last year at TransAlta) to 4%

– Designed and implemented executive compensation model

– Negotiated collective agreements with the United Utility

Workers’ Association of Canada and the International

Brotherhood of Electrical Workers

ALTALINK OVERVIEW



29

LAW AND PUBLIC AFFAIRS

Leigh Clarke 
Vice President, Law and Public Affairs and Corporate Secretary

Mandate

To provide sound legal and governance direction to AltaLink and

its Board of Directors and to develop and enhance AltaLink’s

communications with its stakeholders, including employees,

government, landowners, shareholders and media.

2002 Accomplishments

– Established effective legal, corporate secretarial and commu-

nications departments and practices

– Developed and implemented various policies and procedures,

including comprehensive vendor qualification and contracts

policies and procedures

– Advised the Board of Directors regarding the establishment of

its practices and those of its Human Resources and Governance

and Audit Committees

– Designed and produced AltaLink’s internal and external websites

OPERATIONS

Dennis Frehlich 
Executive Vice President and Chief Operating Officer

Mandate

Through the leadership of all employees, sustain and grow

AltaLink’s assets with the objective to deliver long-term, safe,

reliable, environmentally responsible and financially prudent

transmission in Alberta.

2002 Accomplishments

– Delivered on one of the largest capital programs of the last 10

years, with 25 new facility projects ranging in cost from

$100,000 to $20 million, totalling $40 million

– Completed $40 million worth of maintenance work to ensure

the reliability of the transmission system

– Delivered world-class employee safety results averaging 0.97

injuries per every 200,000 hours worked

– Received approval for AltaLink’s Model Class Screening Report

for transmission work in Banff National Park – the first

company in Canada to do so

– Relocated the power system control centre seamlessly to

AltaLink’s facility

REGULATORY

Bob Schmidt
Senior Vice President, Regulatory 

Mandate

To work effectively with stakeholders to obtain customer and/or

EUB approval of a revenue stream that will support safe, reliable

and cost-effective service while providing a return to shareholders

that is in the top quartile of similar regulated utilities.

2002 Accomplishments 

– Created a new regulatory department in order to file AltaLink’s

first-ever General Rate Application on Sept. 30, 2002 with the

Alberta Energy and Utilities Board, covering the period from

May 1, 2002 to April 30, 2004

– Conducted stakeholder consultation sessions to introduce AltaLink

to the Alberta electricity industry and to discuss how AltaLink

should move forward with its first regulatory application

– Prepared, trained and guided AltaLink in order to meet targets

throughout the regulatory application and hearing process

ALTALINK OVERVIEW



30

MANAGEMENT’S
DISCUSSION AND ANALYSIS
of Financial Condition and Results of Operations
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Forward-Looking Statements
The following discussion includes forward-looking statements, including statements regarding the business and anticipated financial performance or con-

dition of AltaLink, L.P. (“the Partnership”). These statements involve known and unknown risks and relate to future events, future financial performance,

business strategy, plans and objectives of management for future operations and projected business results. In some cases, forward-looking statements can

be identified by terms such as “may”, “will”, “expect”, “potential”, “enable”, “anticipate”, “plan”, “believe”, “continue”, “contemplate”, “anticipate” or

other comparable terminology. These forward-looking statements are subject to a number of uncertainties that may cause actual results to differ materi-

ally from those contemplated in the forward-looking statements. Some of the factors that could cause such differences include legislative and regulatory

developments that could affect costs, revenues, the speed and degree of competition entering the market, global capital markets activity, timing and extent

of changes in prevailing interest rates, currency exchange rates, inflation levels and general economic conditions in geographic areas where the Partnership

operates, results of financing efforts, changes in counterparty risk and the impact of accounting policies issued by Canadian standard setters. 

The Partnership is not obligated to update or revise any forward-looking statements, whether as a result of new information, future events or 

otherwise. Because of these risks, uncertainties and assumptions, users should not place undue reliance on these forward-looking statements.

This discussion and analysis of financial condition and results of operations does not provide discussion of comparative results for April 30, 2002

because the closing of the acquisition of the transmission assets from TransAlta Energy Corporation was only one day prior to the previous year

end and as such any comparative explanations are of limited value.

AltaLink, L.P.
The following discussion and analysis should be read in conjunction with the financial statements of the Partnership as at and for the year ended

April 30, 2003 and the 10-month period ended April 30, 2002 and the Auditors’ Report thereon. The financial statements for the Partnership have

been prepared in accordance with Canadian generally accepted accounting principles.

Overview

The Partnership is an electricity transmission facility owner which was formed on July 3, 2001 to acquire TransAlta Energy Corporation’s transmission

business, and whose business is the ownership and operation of regulated electricity transmission facilities solely in the Province of Alberta. The

Partnership is managed by the General Partner, AltaLink Management Ltd. (the “General Partner”) and has one Limited Partner, AltaLink

Investments, L.P. (“AILP”). As a result of the acquisition of the transmission business in April 2002 for $828.2 million, the Partnership owns and

operates approximately 53% of the transmission lines used in Alberta’s high-voltage electricity transmission system, or grid, and is the principal

transmission services provider to most major urban centres in Alberta. The Partnership also owns and operates the interconnection facilities which

connect its network with the transmission system in British Columbia, and allow electricity to flow into and out of Alberta.
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Results of Operations

The Partnership recorded net income of $30.4 million for the year ended April 30, 2003.

Total revenue for the period was approximately $152.5 million. Included in revenue for the year ended April 30, 2003 is an allowance for equity funds

used during construction (“AEDC”) which is a non-cash income item that represents the cost of equity funds used during the construction phase of

capital projects. This allowance is capitalized and is included in the cost of the asset and is recovered, over time, through the rates charged to

customers. For the year ended April 30, 2003, tariff revenues accounted for approximately 95% of the operating revenues. The remaining 5% was

comprised mainly of revenue from tower and land leases and the provision of services to others. AEDC of $914 thousand results from the

Partnership being eligible for this allowance through its construction of regulated assets.

Operating expenses of approximately $42.5 million were incurred for the year ended April 30, 2003. The expenses incurred are comprised primarily

of salaries, wages and consultants ($24.0 million) and taxes other than income taxes ($11.1 million), with the remainder being expenses such as

payments for rights of way, office and staff related expenses, insurance and material.

For the year ended April 30, 2003, interest expense includes $2.1 million of amortized deferred financing fees. The deferred financing fees which

are expected to be recovered in rates are being amortized over the expected recovery period. Generally, this would be over the term of the related

debt; however, the portion of the deferred financing fees which are associated with the bridge financing facilities are expected to be recovered in

rates over five years. Deferred financing fees not expected to be recovered through rates are amortized over the term of the debt. The allowance

debt funds used during construction for the year ended April 30, 2003 is $1.2 million which reduces the net interest expense for the year. This

allowance is a non-cash income item that represents the cost of debt funds used during the construction phase of the capital projects. This

allowance is capitalized and is included in the cost of the asset and is recovered, over time, through the rates charged to customers. 

Liquidity and Capital Resources

Sources of Liquidity and Capital Resources

The Partnership’s primary sources of liquidity and capital resources are the following:

– funds generated from operations;

– the issuance and sale of bonds;

– bank financing; and

– capital contributions from the limited partner.

The $296.5 million Series 1 Floating Rate Senior Bridge Bond and the $125 million Series 2 Senior Real Return Bridge Bond that were issued in connection

with the acquisition of the transmission assets in April 2002 were extended to mature on December 31, 2003 with adjustments made to the interest rates.

Upon the signing of the amended and restated master trust a deed under seal on June 5, 2003 between the Partnership, the General Partner and The Trust

Company of Bank of Montreal, as trustee, the Partnership secured the obligations of the Series 1 and Series 2 Senior Bridge Bond Holders and the credit

facility with a first floating charge security interest on its assets. During the year the Partnership negotiated an extended term of October 1, 2012 on the

Series 3 Subordinated Bond and adjusted the interest rate to 8%. As at April 30, 2003 there is $15.1 million outstanding on the credit facility.

Funds from operations will not be sufficient for the Partnership to fund repayment of existing indebtedness when due and to meet anticipated

liquidity, maintenance and other capital expenditure requirements. On June 5, 2003 the Partnership issued a $100 million senior bond with an

interest rate of 4.45% which will mature on June 5, 2008 and a $200 million senior bond with an interest rate of 5.43% which will mature on 

June 5, 2013. The combined proceeds received on the senior bonds issued were used to repay the $296.5 million Series 1 Floating Rate Senior

Bridge Bond outstanding. The Partnership expects to incur new indebtedness in order to re-finance the existing indebtedness under the $125 million

Series 2 Senior Real Return Bridge Bond and to meet liquidity requirements for the foreseeable future. Firm refinancing plans are not currently

in place for any of the existing indebtedness, but it is expected that this will be repaid through either the issuance of new debt, funds from

operations, or a combination thereof.
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Funds Generated from Operations

For the year ended April 30, 2003, the Partnership generated cash from operations of approximately $76.4 million. With the commencement 

of active business operations, it is anticipated that the Partnership will generate sufficient cash flows from operations to pay for operating costs,

interest on debt and to have surplus available for investment in capital programs, distributions to owners, or to apply towards the repayment of

debt principal. However, the Partnership does not expect to be able to have sufficient retained internally generated funds to be able to retire all

principal amounts of debt when due and to fund all expected capital expenditures.

Financing Activities

Net cash used in financing activities for the year ended April 30, 2003 was $16.7 million. The major use of cash was for distributions paid during the year

of $29.3 million. This was offset by an inflow in cash as a result of the issuance of debt of $15.1 million under the Partnership’s $185.0 million credit

facility. The remainder of the cash used related mainly to deferred financing fees. During the year, funds generated from operating activities were not

sufficient to meet the cash requirements of the Partnership. The Partnership issued $15.1 million under the Partnership’s credit facility and has been

classified as long-term on the balance sheet because the Partnership has both the ability to continue rolling the maturity date under the revolving bank

credit facilities and the intention to extend the amounts outstanding for a period greater than one year. The $506.5 million principal amount of debt

outstanding as at April 30, 2003 (excluding debt issued under the credit facility) comprised the following: a $296.5 million Series 1 Floating Rate Senior

Bridge Bond, a $125.0 million Series 2 Senior Real Return Bridge Bond with an interest rate of 6.7% and a $85.0 million Series 3 Subordinated Bond with

a fixed interest rate of 8.0%. The Series 1 Floating Rate Senior Bridge Bond and the Series 2 Senior Real Return Bridge Bond have a maturity date of

December 31, 2003 and interest is payable in arrears on August 1, 2003, November 1, 2003, and December 31, 2003. The Series 3 Subordinated Bond

matures on October 1, 2012 and has interest payable in arrears quarterly on August 1, November 1, February 1, and May 1. The Series 1 Floating Rate

Senior Bridge Bond and the Series 2 Senior Real Return Bond were issued to Ontario Teachers Pension Plan Board and were extended on April 28, 2003

to mature on December 31, 2003 while the Series 3 Subordinated Bond was issued to AILP and was extended to October 1, 2012. 

On May 10, 2002, the Partnership entered into an unsecured bank credit agreement. The bank facility had a maturity date of May 9, 2005 and in May 2003

the maturity date was extended to May 7, 2006 and may be extended for successive 364-day periods with the consent of the facility provider. The

maturity extends as the revolving period of the bank facility is renewed each year. Subject to extension with the consent of the facility provider, no addi-

tional borrowings may be made under the credit agreement after May 7, 2004 and all amounts owing thereunder must be repaid by May 7, 2006. The bank

facility may only be used for capital expenditures and general corporate purposes. The bank facility provides funding by way of prime rate loans, U.S. base

rate loans, bankers’ acceptances, LIBOR loans and letters of credit. As at April 30, 2003 there was $15.1 million outstanding on the credit facility. 

None of AILP, the General Partner or any owners of AILP or the General Partner is under any obligation to provide additional financing, either

debt or equity.

Liquidity and Capital Resource Requirements

The Partnership’s principal liquidity and capital resource requirements consist of the following:

– payment of operating costs;

– capital expenditures to maintain, improve and expand transmission assets;

– servicing and repayment of debt;

– acquisitions and other investing activities; and

– distributions to partners.

Operating Costs

Operating expenses of approximately $42.5 million were incurred for the year ended April 30, 2003.

It is expected that operating costs will generally be financed from funds generated by operating activities, however the bank facility may be drawn

for this purpose as liquidity requirements demand.
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Capital Expenditures

For the year ended April 30, 2003, the Partnership had cash additions to capital and other long-term assets of approximately $71.1 million. The

expenditures were related mainly to new transmission facilities, capital maintenance on existing transmission facilities, and expenditures on

buildings and information technology.

It is expected that capital expenditures will be financed by drawing on the bank facility, utilizing some of the proceeds from potential future bond

issues and from funds generated from operations.

Servicing and Repayment of Debt

As at April 30, 2003, The Partnership had outstanding debt (including accrued interest) of approximately $522.0 million. The Series 1 Floating Rate

Senior Bridge Bond and the Series 2 Senior Real Return Bond which total $421.5 million mature on December 31, 2003. On June 5, 2003 the

Partnership issued a $100 million senior bond with an interest rate of 4.45% which will mature on June 5, 2008 and a $200 million senior bond with

an interest rate of 5.43% which will mature on June 5, 2013. The proceeds received on the issuance of the bonds was primarily used to repay the

$296.5 million Series 1 Floating Rate Senior Bridge Bond. The Partnership expects to incur new indebtedness in order to re-finance existing indebt-

edness under the Series 2 Senior Real Return Bridge Bond but had no firm, long-term commitment in place in respect of such financing. The Series

1 Floating Rate Senior Bridge Bond and Series 2 Senior Real Return Bridge Bond are classified as short term and have been reflected as a current

liability in the Partnership’s accounts. The Partnership expects to be able to meet interest payments on outstanding indebtedness from internally

generated funds but relies upon the proceeds from new indebtedness to be able to meet the principal obligations when due.

Acquisitions and Other Investing Activities

Cash of $824.3 million to date has been used to acquire the transmission business. Further cash payments of approximately $4.0 million will be

made as the final settlement payment is made and all other costs associated with the acquisition are paid. In addition contingent consideration of

approximately $2.4 million and other contingencies which cannot be reasonably estimated or determined at this time may become payable. The

Partnership may pursue other acquisitions of electricity transmission assets in Alberta, although no specific material transactions are currently

pending. Management believes that the Partnership will have access to sufficient sources of liquidity and capital resources, including debt

financing or the issuance of additional equity in order to carry out its plans.

Distributions to Limited Partners

The Partnership paid distributions totalling $29.3 million to its limited partner and general partner during the year ended April 30, 2003. 

Summary of Contractual Obligations and Other Commercial Commitments

On June 1, 2002, the Partnership entered into a 10-year operating lease for its head office premises. A total of $6.6 million of fixed rental payments

are expected to be paid with $701 thousand being paid in fiscal 2004, $701 thousand to be paid in fiscal 2005 through 2007, $749 thousand to be

paid in fiscal 2008 and the remaining being paid thereafter. In addition, there are additional leases for field offices in Red Deer, Lethbridge and

Calgary each with a term of five years. The expected payments under these leases are approximately $117 thousand in fiscal 2004, approximately

$117 thousand for the following three years, and approximately $30 thousand in fiscal year 2008.

The Partnership had letters of credit outstanding (under its bank facility) totalling $15.2 million as at April 30, 2003. These letters of credit are undrawn.

Significant Accounting Policies

The preparation of the Partnership’s financial statements requires management to make estimates and judgements that affect the reported

amounts of assets, liabilities, revenues and costs, and related disclosures of contingencies. The Partnership bases its estimates and judgements on

historical experience, current conditions and various other assumptions that are believed to be reasonable under the circumstances, the results of

which form the basis for making judgements about the carrying values of assets and liabilities as well as identifying and assessing our accounting

treatment with respect to commitments and contingencies. Actual results may differ from these estimates and judgements.
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The following accounting policies involve the significant estimates and judgements used in the preparation of the Partnership’s financial statements:

Regulation The Partnership is regulated with respect to matters such as tariffs, rates, construction, operations, financing and accounting by the

Alberta Energy and Utilities Board (“EUB”). As such, the Partnership accounts for certain transactions in accordance with applicable regulation

(regulatory accounting) when three criteria are met: the rates for services or products provided to customers are established by or are subject to

approval by a regulatory body; the regulated rates are designed to recover the cost of providing the services or products; and it is reasonable to

assume that rates are set at levels that will recover the cost that can be charged to and collected from customers. Under regulatory accounting, the

timing of the Partnership’s recognition of certain assets, liabilities, revenues and expenses may differ from that otherwise expected under Canadian

generally accepted accounting principles for non-regulated businesses.

The Partnership operates under cost-of-service regulation as prescribed by the EUB. Earnings are determined on the basis of rate of return on rate

base. The Partnership applies for tariff revenue based on estimated costs of service. Once the tariff is approved, it is not adjusted as a result of

actual costs of service being different from that which was estimated, other than for certain prescribed costs. As such, the Partnership is subject

to forecast risk. The Partnership has not applied to have the goodwill amount included in its tariff calculations. Accordingly, it will not earn a return

(both debt and equity) on this amount nor will it be recovered through rates.

The Partnership’s tariff revenue currently being received is on an interim and refundable basis. The Partnership filed a general rate application with

the EUB as of September 30, 2002 to finalize rates for the fiscal years ended April 30, 2003 and 2004. This tariff application is based on traditional

cost-of-service methodology. It is not possible to precisely determine what the final approved tariff will be until the EUB provides a decision on the

tariff application. As a result, management has included in the Partnership’s April 30, 2003 financial statements its best estimate as to the final

tariff. This estimate differs in comparison to the interim refundable tariff that is currently being received. Further material adjustments may be

required once the EUB approves the final tariff. The difference between the interim tariff received and the amount estimated is recorded as a

regulatory liability or asset. 

Included in the revenue tariff and regulatory liabilities are reserves relating to self-insurance and hearing costs, which are deferred and recorded

in regulatory liabilities as the tariff is received. Actual hearing costs and self-insurance costs are expensed as incurred and revenue is recognized

in the same period, reducing the regulatory liability.

As part of the acquisition of the transmission business assets, a pension asset has been recognized. For rate-making purposes, pension expense

recognition differs from that expected under Canadian generally accepted accounting principles. In order to recognize the pension expense or

income in the financial statements on the same basis as it is recovered through the rates charged to customers, a regulatory liability has been estab-

lished which is equal to the pension asset recognized. This liability will be reduced or increased on the same basis as the pension asset is reduced

or increased thus changing the pension expense or income under Canadian generally accepted accounting principles to the amount allowed for

rate-making purposes.

For rate-making purposes, a separate pension liability exists which is included in regulatory liabilities and will be increased or reduced as funding

of the pension plan differs from the pension income or expense which is allowed by the regulator to be included in rates.

Depreciation and amortization rates utilized by the Partnership reflect estimated service lives of the transmission assets, and are subject to

approval by the EUB. Changes to depreciation rates requested by the EUB are accounted for on a prospective basis. These approved rates are applied

to the original historical capital costs reflected for regulatory rate-making purposes. As of the date of completion of the acquisition of the

transmission assets, the Partnership valued the acquired assets at their fair value. The original historic costs of the assets utilized for rate-making

purposes are greater overall than those reflected in the financial statements. As such, the effective depreciation rates as determined under

Canadian generally accepted accounting principles are usually higher than those utilized for regulatory purposes.
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When a regulated asset is retired or disposed of there is no gain or loss recorded except for land. Any difference between the cost of the asset and

the accumulated depreciation is charged to the accumulated depreciation account for that asset. For regulatory purposes, the net proceeds from

the retirement or disposal of the asset adjusts the accumulated depreciation.

Taxes The Partnership is not subject to income tax; rather, the taxable income or loss of the Partnership is allocated to the individual partners based

upon the respective ownership percentage of each partner at year end. Similarly, individual partners are responsible for Federal large corporations

tax applicable to their respective interest in the Partnership. Accordingly, no income or Federal large corporations tax expense is recognized in these

financial statements. However, a deemed income tax and Federal large corporations tax component is included in the revenues as presented in the

financial statements and collected from rate payers.

Future Removal and Site Restoration The Partnership records a liability for estimated costs of future removal, dismantlement, site restoration, and

abandonment (net of expected recoveries) on certain assets. The provision is based on engineering estimates of costs, taking into account the antic-

ipated method and extent of remediation consistent with legal requirements, industry practices, current technology and possible use of the site. If

environmental laws and regulations change, the future removal and site restoration liabilities may be adversely affected. For regulatory purposes the

provision for estimated site restoration costs is included in accumulated depreciation and is netted against capital assets and thus reduces rate base.

Goodwill Goodwill represents the excess of the purchase price over the fair value of the net identifiable assets of operations acquired. Goodwill is

carried at initial cost less any write-down for impairment. Goodwill impairment has occurred when the carrying value of the reporting unit exceeds

its fair value. An impairment loss is recognized to the extent that the carrying amount of the goodwill of a reporting unit exceeds its fair value. In

the fourth quarter of each fiscal year and as economic events dictate, management reviews the valuation of the goodwill, taking into consideration

any events or circumstances which might have impaired the fair value. 

The Partnership completed an impairment test of the goodwill in the fourth quarter of fiscal 2003. As a result of the review it was determined that

no impairment of goodwill existed as at April 30, 2003. In assessing the recoverability of goodwill, management made assumptions regarding

estimated future cash flows and other factors to determine the fair value of the reporting unit. If these estimates or the related assumptions change

in the future a material impairment charge may be required to be recorded against the goodwill.

Revenue Recognition Regulated revenues are recognized in accordance with Canadian generally accepted accounting principles on the accrual basis

at the rates and policies as set by the regulator, and include an estimate of services provided, but not yet billed.

Employee Future Benefits The General Partner employs staff which provide administrative and operational services to the Partnership on a cost-

reimbursement basis. The Partnership bears all of the related expenses and also bears the risk and reward of any pension plans or other staff

related programs which the General Partner establishes. The Partnership has indemnified the General Partner for all costs and liabilities associated

with the employment of staff, including any pension liabilities. As such, the employee future benefit plans of the General Partner are reported as

if they were provided by the Partnership even though the legal sponsor of the plans and employer of the staff is the General Partner. As part of the

acquisition of the transmission business, the General Partner has obtained a pro rata portion of the defined benefit pension plan which TransAlta

Utilities Corporation (“TransAlta”) had established and maintained for its employees. The General Partner intends to establish and maintain 

an additional registered pension plan with defined retirement benefits (closed to new entrants) and defined contribution options covering 

substantially all of its employees. The defined benefit plan inherited from TransAlta had a pension plan surplus of $4.3 million as at April 30, 2002

which was net of the portion of the surplus to be transferred to SNC-Lavalin ATP Inc., which is estimated to be $1.4 million. As a result, the

Partnership does not expect to make any contributions to its plans in the near term, other than reinvesting the funds which will be received from

SNC Lavalin ATP Inc. as payment for the portion of the pension surplus which will be transferred to SNC-Lavalin ATP Inc. The Partnership will use

the surplus in the defined benefit plan to pay benefits under both the defined contribution and the defined benefit options.
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All accrued obligations for employee benefit plans, post employment and post retirement benefits are determined using the projected benefit

method. In valuing post-retirement benefits as well as cost of pension benefits, the Partnership uses management’s best estimate assumptions,

except for the discount rate, where the Partnership uses the long-term market rate of high quality debt instruments at the measurement date.

Current service costs are expensed in the period. In accordance with Canadian generally accepted accounting principles, cumulative net

unamortized actuarial gains and losses in excess of 10% of the greater of the benefit obligation or fair value of plan assets are amortized over the

expected average remaining service period of active employees receiving benefits under the plan. For valuing pension assets, the Partnership uses

market values. When the recognition of a transfer of employees and employee related benefits gives rise to both a curtailment and a settlement of 

obligations the curtailment is accounted for prior to the settlement. Under regulatory accounting principles the expense ultimately recognized

in these financial statements is that which is recognized for rate making purposes.

Future Accounting Changes
Several new and potential accounting standards have either been approved for application in the future or are in draft form awaiting approval by

the Accounting Standards Board of the Canadian Institute of Chartered Accountants (“CICA”). The approved and proposed standards, as well as the

Partnership’s proposed application of the standards, are described below.

Impairment of Long-lived Assets For fiscal reporting periods commencing on or after April 1, 2003, Canadian generally accepted accounting principles

will require that the impairment of long-lived assets be tested under a two-step process whereby an impairment would be identified when the

carrying amount exceeds the sum of undiscounted cash flows expected to result from its use and eventual disposition. If the first step determines

that there is an impairment then the second step would be to recognize an impairment loss measured as the amount that the long-lived asset’s

carrying amount exceeds its fair value. The impact is that under the new recommendations any write down of a long-lived asset due to an impairment

will generally be greater than under the old standard. The Partnership does not expect any impact as a result of this standard as long as the costs

of the long-lived assets are recovered through the Partnership’s revenue tariff. The Partnership intends to adopt the new recommendations

prospectively on May 1, 2003.

Asset Retirement Obligations For fiscal reporting periods commencing on or after January 1, 2004, Canadian generally accepted accounting prin-

ciples will require that the Partnership record liabilities for all legal obligations associated with the retirement of capital assets. These liabilities

will be recorded at their fair values in the period in which they are incurred, with an accompanying addition to the recorded cost of the asset. The

asset retirement obligation will be accreted each year through a charge to expense. The asset retirement costs added to the carrying amounts of

the capital assets will be depreciated using a systematic and rational method over the useful lives. The impact of this standard on the Partnership’s

financial statements has not been quantified. The Partnership will adopt the new recommendations retroactively on May 1, 2004.

Risks and Uncertainties
The Partnership and the transmission business are subject to a variety of risks and uncertainties that may have material and adverse effects,

financial and otherwise, on the results of the Partnership’s operations. As well, various risks are identified throughout the foregoing discussion and

analysis of management of financial condition and results of operations of the Partnership.

Regulatory Approvals

The Partnership is and will be dependent upon rate orders which approve the revenue requirement for the transmission business. The rate orders

or revenue tariffs are designed to permit the regulated transmission business the opportunity to recover allowed costs and earn a specified annual

rate of return. If the Partnership’s actual costs exceed allowed costs for any reason, the Partnership’s financial performance will be adversely

affected. Actual costs could exceed allowed costs if, for example, the Partnership incurs operation, maintenance and administration costs above

those included in the Partnership’s approved revenue requirement, higher expenses due to maintenance capital expenditures being at levels above

those provided for in the rate orders, or additional financing charges because of increased debt balances.

M
AN

AG
EM

EN
T’

S 
DI

SC
US

SI
ON

 A
ND

 A
NA

LY
SI

S



38
The Partnership has made application to the EUB to finalize the fiscal 2003 rates and to establish rates for fiscal 2004. The general tariff application

with the EUB has been prepared on a cost-of-service basis. There is no certainty as to the outcome of the tariff application which could have a

material impact on the revenues and earnings for the Partnership for fiscal 2003 through fiscal 2004. To the extent that any costs are disallowed

to be recovered through the rates it could have a materially adverse affect on the Partnership’s financial performance. In addition separate rulings

on other matters from the EUB could result in costs of the Partnership to be unrecoverable.

Capital Resources

The Partnership’s financial position and performance could be adversely affected if it fails to arrange sufficient and cost-effective financing to fund,

among other things, capital expenditures and to repay maturing debt. Funds generated from operations after payment of expected expenses

(including interest payments on debt) will not be sufficient to fund the repayment of all existing debt when due and anticipated capital expenditures.

There are limitations on the levels of equity capital available to the Partnership; the Partnership is substantially wholly-owned by AILP and does

not presently use its equity securities as a primary source of capital. The ability to arrange sufficient and cost-effective debt financing could be

affected by numerous factors, including the regulatory environment in Alberta, the results of operations and financial position, conditions in the

capital and bank credit markets, the ratings assigned to the Partnership by debt rating agencies, and general economic conditions. There can be no

assurance that sufficient capital will be available on acceptable terms to the Partnership to fund such expenditures and repay existing debt. None

of AILP, the General Partner or any owners of AILP or its general partner is obligated to provide further funding to the Partnership. 

Labour Relations

Approximately 55% of the employees of the General Partner are members of labour unions which have entered into collective bargaining agreements

with the General Partner. The provisions of such collective bargaining agreements affect the flexibility and efficiency of the operation of the trans-

mission business. The Partnership considers its relationships with these labour unions to be satisfactory and renewed its collective bargaining

agreements until December 31, 2003 on acceptable terms, but there can be no assurance that current relations will go unchanged in future

negotiations with one or more of labour unions or that the terms under the present collective bargaining agreements will be renewed. The inability

to maintain, or to renew those collective agreements on acceptable terms, could result in increased labour costs or service interruptions arising

from labour disputes for the transmission business that are not provided for in approved rate orders, which would have an adverse effect on the

Partnership’s operational results, cash flow and net income.

Consequential Damages

The Partnership has a contract with Alberta’s Independent System Operator (“ISO”) which limits certain liabilities to the ISO, who acts as an

intermediary between the Partnership and the majority of the end users of the electric system. The Partnership also has contracts with certain

interconnected parties which limit its liability to those parties. Currently the Partnership does not have any direct agreements with the majority of

end users of the electric system. Because the Partnership does not have direct agreements with most third parties it could be found liable for both

direct or consequential losses suffered by these third parties due to outages on the Partnership’s transmission system. The Partnership may be able

to recover such costs through its EUB approved revenue requirements, but such authorization from the EUB is not guaranteed. Alternatively, the

Partnership can attempt to ensure against such liability through commercially available insurance, but such insurance is not currently available for

consequential loss that does not arise as a result of property damage to a third party (as defined in the Partnership’s insurance policy). As neither

of these options is certain, liability for a consequential loss to a third party could result in material adverse effects on the Partnership’s business,

results of operations, financial position and prospects.

Insurance

There can be no assurance that the Partnership will be able to obtain or maintain adequate insurance in the future at rates it considers reasonable

or that insurance will continue to be available on terms as favourable as the Partnership’s existing arrangements. Further, there can be no assurance

that available insurance will cover all losses or liabilities that might arise in the conduct of the Partnership’s business. The occurrence of a significant

uninsured claim or a claim in excess of the insurance coverage limits maintained by the Partnership or a claim that falls within a significant

self-insured retention could have a material adverse effect on the Partnership’s business, results of operations, financial position and prospects.
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The Partnership does not carry insurance for loss or damage to transmission lines, towers, poles, telecommunication facilities, substations and

physical damage to automobiles. In the event of an uninsured loss or liability, AltaLink would apply to the EUB to recover the loss (or liability)

through an increased tariff. However, there can be no assurance that the EUB would approve any such application, in whole or in part. Any major

damage to the Partnership’s facilities could result in repair costs and customer claims that are substantial in amount, any of which might adversely

affect the Partnership’s business, results of operations, financial position and prospects.

Damage from Weather and Other Disasters

The Partnership’s facilities are exposed to the effects of severe weather conditions and other acts of nature. Although those facilities have been

constructed, operated and maintained to withstand certain levels of severe weather and natural phenomena, the Partnership cannot ensure that

they will successfully do so in all circumstances. In addition, many facilities are located in remote areas, which makes access for repair of damage

due to weather conditions or other natural phenomena difficult. Further, losses arising from damage to assets and facilities could result from other

sources beyond the Partnership’s control, such as acts of vandalism, sabotage or terrorism. Losses could substantially exceed insurance coverage,

and the Partnership could be subject to claims from end-users for damages caused by the failure to transmit electricity. Any major damage to the

Partnership’s facilities could result in repair costs and customer claims that are substantial in amount, any of which might adversely affect the

Partnership’s business, results of operations, financial position and prospects.

Environmental Risks

The Partnership’s operations are subject to numerous laws, regulations and guidelines governing the management, transportation and disposal of

hazardous substances and other waste materials and otherwise relating to the protection of the environment and health and safety. These laws,

regulations and guidelines include those relating to herbicide application, spills, releases, emissions and discharges of hazardous substances or

other waste materials into the environment, requiring removal or remediation of pollutants or contaminants and imposing civil and criminal

penalties for violations. Some of the laws, regulations and guidelines that apply to the Partnership’s operations also authorize the recovery of

natural resource damages by the government, injunctive relief and the imposition of stop work orders, control, remediation and abandonment

orders. The costs arising from compliance with such laws, regulations and guidelines may be material to the Partnership. The process of obtaining

environmental permits and approvals, including any necessary environmental assessment, can be lengthy, contentious and expensive. Non-

compliance with such laws, regulations and guidelines could result in significant costs such as litigation fees and any damages awarded.

Spills and leaks can occur in the operation of electricity transmission facilities, including primarily, accumulations of oil containing hydrocarbons

and PCB contaminates in soil and gravel at substation sites. The Partnership cleans up these spills and leaks in accordance with environmental

regulations and standards and sound industry practice. There can be no assurance that the Partnership will not be obligated to incur further

expenses in connection with changes in environmental regulations and standards or as a result of historical contamination.

Outlook
As of September 30, 2002, the Partnership has filed a general rate application with the EUB for fiscal years ended April 30, 2003 and 2004. This

general rate application is based on traditional cost-of-service methodology. The Partnership expects the tariff to be approved by the EUB during

the second quarter of fiscal 2004. During fiscal 2004 the Partnership expects to file its next general rate application with the EUB.

The Partnership expects to refinance the Series 2 Senior Real Return Bridge Bonds with long-term debt during fiscal 2004.
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MANAGEMENT’S
REPORT

The financial statements of AltaLink, L.P. were prepared by management in accordance with Canadian generally accepted accounting principles.

The financial and operating information presented in this annual report is consistent with that shown in the financial statements.

Management has designed and maintains a system of internal controls to provide reasonable assurance that all assets are safeguarded and to 

facilitate the preparation of financial statements for reporting purposes.

External auditors appointed by the shareholders have conducted an independent examination of the corporate and accounting records in order to

express their opinion on the financial statements.

The Board of Directors is responsible for ensuring that management fulfills its responsibilities for financial reporting and internal control. The

Board exercises this responsibility through its Audit Committee. The Audit Committee, which consists of non-management Directors, has met

with the external auditors and management in order to determine that management has fulfilled its responsibilities in the preparation of the

financial statements. The Audit Committee has reported its findings to the Board of Directors who have approved the financial statements.

Scott Thon James Harbilas

President and Chief Executive Officer Executive Vice President and Chief Financial Officer

Calgary, Canada

September 18, 2003
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AUDITORS’ 
REPORT

To the Directors of the General Partner of AltaLink, L.P.:

We have audited the balance sheets of AltaLink, L.P. as at April 30, 2003 and 2002, and the statements of income and deficit, changes in partners’

equity and cash flows for the year ended April 30, 2003 and the 10-month period ended April 30, 2002. These financial statements are the respon-

sibility of AltaLink, L.P.’s management. Our responsibility is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that we plan and perform

an 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.

In our opinion, these financial statements present fairly, in all material respects, the financial position of AltaLink, L.P. as at April 30, 2003 and 2002

and the results of its operations and its cash flows for the year ended April 30, 2003 and the 10-month period ended April 30, 2002 in accordance

with Canadian generally accepted accounting principles.

Ernst & Young LLP

Chartered Accountants 

Calgary, Canada

June 20, 2003
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BALANCE 
SHEETS 10 Months Ended

April 30, April 30, 
2003 2002

ASSETS 
Current
Cash and cash equivalents [note 13] $ – $ 12,244
Accounts receivable [notes 6 and 13] 16,779 12,415
Materials and supplies 803 799
Prepaid expenses and deposits 1,087 2,234

18,669 27,692

Capital assets [note 4] 804,552 758,341
Deferred financing fees [note 6] 4,907 4,799
Accrued benefit pension asset [note 12] 3,247 4,276
Materials and supplies 7,232 7,188
Goodwill [note 3] 201,833 200,848

$ 1,040,440 $ 1,003,144

LIABILITIES AND PARTNERS’ EQUITY 
Current
Accounts payable and accrued liabilities [note 6] $ 31,419 $ 13,676
Other liabilities 191 40
Regulatory liabilities [note 8] 6,790 3,969
Short-term debt [notes 5, 6, and 13] 421,752 506,675

460,152 524,360

Accrued employment benefits liabilities [note 12] 765 700
Other liabilities [note 7] 1,076 –
Regulatory liabilities 10,013 14,973
Provision for future removal and site restoration 130,729 126,641
Long-term debt [note 5, 6, and 13] 100,234 34

702,969 666,708

Commitments and contingencies [notes 3 and 14]

Partners’ equity
Partners’ capital [note 9] 338,537 338,537
Deficit (1,066) (2,101)

337,471 336,436

$ 1,040,440 $ 1,003,144

See accompanying notes

Approved on behalf of the Board: David Tuer Pierre Anctil
Director Director

(in thousands of dollars)
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STATEMENTS OF INCOME
AND DEFICIT

Year Ended 10 Months Ended
April 30, April 30,

2003 2002

REVENUE
Operating and miscellaneous revenue [notes 6 and 8] $ 151,439 $ 524
Interest 146 27
Allowance for equity funds used during construction 914 –

152,499 551

EXPENSES
Operating [note 6] 42,488 2,331
Depreciation 49,762 152

92,250 2,483

60,249 (1,932)
Interest and amortization of deferred financing fees [notes 5 and 6] (31,106) (169)
Allowance for debt funds used during construction 1,237 –

Net income (loss) for the period 30,380 (2,101)
Retained earnings (deficit), beginning of period (2,101) –
Distributions [note 10] (29,345) –

Deficit, end of period $ (1,066) $ (2,101)

See accompanying notes

(in thousands of dollars)
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(in thousands)

STATEMENTS OF CHANGES 
IN PARTNERS’ EQUITY

Limited Partner General Partner Total

Units

Balance at July 3, 2001 – $ – $ – $ –
Contributions by partners 342,905 342,905 34 342,939
Less: underwriting fees – (4,402) – (4,402)

342,905 338,503 34 338,537
Net loss for the period – (2,101) – (2,101)

Balance at April 30, 2002 342,905 336,402 34 336,436
Net income for the year – 30,377 3 30,380
Distributions [note 10] – (29,342) (3) (29,345)

Balance at April 30, 2003 342,905 $ 337,437 $ 34 $ 337,471

See accompanying notes
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STATEMENTS
OF CASH FLOWS

Year Ended 10 Months Ended
April 30, April 30,

2003 2002

OPERATING ACTIVITIES
Net income (loss) for the period $ 30,380 $ (2,101)
Items not involving cash

Depreciation and amortization of deferred financing fees 51,814 163
Allowance for funds used during construction (2,151) –

Change in other non-cash items [note 15] (2,790) –

Funds generated (used) in operations 77,253 (1,938)
Change in non-cash working capital items [note 15] (853) (756)

76,400 (2,694)

INVESTING ACTIVITIES
Acquisition of transmission assets [note 3] (798) (823,531)
Additions to capital assets (71,121) (2,148)

(71,919) (825,679)

FINANCING ACTIVITIES
Capital contributions – 342,939
Payment of underwriting fees [note 6] – (4,402)
Decrease in lease obligation (95) –
Distributions paid [note 10] (29,345) –
Increase in debt 15,128 506,500
Additions to deferred financing fees [note 6] (2,413) (4,420)

(16,725) 840,617

Net increase (decrease) in cash and cash equivalents (12,244) 12,244
Cash and cash equivalents, beginning of period 12,244 –

Cash and cash equivalents, end of period $ – $ 12,244

Cash interest paid during the period $ 28,900 $ –

See accompanying notes

(in thousands)
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1. Nature of Operations
AltaLink, L.P. (the “Partnership”) was formed under the laws of the Province of Alberta on July 3, 2001, and is managed by the General Partner,

AltaLink Management Ltd. (the “General Partner”). The Partnership has one limited partner, AltaLink Investments, L.P. The partnership was formed

to acquire and operate the electrical transmission assets from TransAlta Energy Corporation located in Alberta. These transmission assets were

acquired on April 29, 2002. Although the General Partner holds legal title to the assets, the Partnership is the beneficial owner and assumes all risks

and rewards of the assets.

The Partnership’s purchase of transmission assets was partially financed by $421,500 in short-term bridge loans from Ontario Teachers’ Pension Plan

Board, one of the Partnership’s four ultimate owners, and by an $85,000 short-term subordinated bridge loan from AltaLink Investments, L.P. The

Partnership intends to replace the remaining bridge loans with long-term third party financing. On June 5, 2003 $296,500 of the short-term bridge

loans was replaced with long-term third party financing through the issuance of bonds of $300,000 [note 16]. The Partnership will continue to be

dependent upon its owners for refinancing any remaining portion of the bridge facilities that are not successfully re-financed with third parties. 

2. Summary of Significant Accounting Policies
A. Basis of Accounting

The financial statements of the Partnership have been prepared by management in accordance with Canadian generally accepted accounting principles.

All amounts reported are in Canadian dollars unless otherwise stated. The preparation of financial statements in conformity with Canadian generally

accepted accounting principles requires management to make estimates and assumptions that affect amounts reported in the financial statements and

accompanying notes. Certain estimates are necessary since the regulatory environment the Partnership operates within often requires amounts to be

recorded at estimated values until these amounts are finalized pursuant to regulatory decisions, or other regulatory proceedings. Due to inherent

uncertainty involved in making estimates, actual results reported in future periods could differ significantly from those estimates.

The financial statements reflect the financial position and results of operations of the Partnership. The financial statements do not include all the

assets, liabilities, revenues and expenses of the partners. 

B. Regulation

The Partnership is regulated by the Alberta Energy and Utilities Board (“EUB”), the regulator, pursuant to the Electric Utilities Act (Alberta) (“EUA”), 

pursuant to Part 2 of the Public Utilities Board Act (Alberta), and pursuant to the Hydro and Electric Energy Act (Alberta). These acts and regulations

cover matters such as tariffs, rates, construction, operations, financing and accounting. Pursuant to the EUA, the transmission of all electrical energy

through the interconnected electric system in the province of Alberta is administered by an independent transmission administrator.

April 30, 2003 (in thousands of dollars)

NOTES TO FINANCIAL 
STATEMENTS
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The Partnership accounts for certain transactions in accordance with applicable regulation (regulatory accounting) when three criteria are met: the

rates for services or products provided to customers are established by or are subject to approval by a regulatory body; the regulated rates are

designed to recover the cost of providing the services or products; and it is reasonable to assume that rates are set at levels that will recover the

cost that can be charged to and collected from customers. Under regulatory accounting, the timing of the Partnership’s recognition of certain

assets, liabilities, revenues and expenses may differ from that otherwise expected under Canadian generally accepted accounting principles for

non-regulated businesses. 

The Partnership operates under cost of service regulation as prescribed by the EUB. Earnings are determined on the basis of rate of return on rate

base. The Partnership applies for tariff revenue based on estimated costs of service. Once the tariff is approved, it is not adjusted as a result of

actual costs of service being different from that which was estimated, other than for certain prescribed costs. 

Included in the revenue tariff and regulatory liabilities are reserves relating to self-insurance and hearing costs, which are deferred and recorded

in regulatory liabilities as the tariff is received. Actual hearing costs and self-insurance are expensed as incurred and revenue is recognized in the

same period, reducing the regulatory liability.

As part of the acquisition of the transmission assets a pension asset has been recognized. For rate making purposes pension expense recognition

differs from that expected under Canadian generally accepted accounting principles for non-regulated businesses. In order to recognize the 

pension expense or income in these financial statements on the same basis as it is recovered through the rates charged to customers, a regulatory

liability has been established which is equal to the pension asset recognized. This liability will be reduced or increased on the same basis as the

pension asset is reduced or increased, thus changing the pension expense or income under Canadian generally accepted accounting principles to

the amount allowed for rate-making purposes.

For rate-making purposes, a separate pension liability exists which is included in regulatory liabilities and will be increased or reduced as funding

of the pension plan differs from the pension income or expense which is allowed by the regulator to be included in rates. 

C. Cash and Cash Equivalents

Cash equivalents have been restricted to investments that are readily convertible into a known amount of cash and which have an original 

maturity of three months or less. Short-term, liquid investments with original maturities of more than three months are included in short-term

investments. Short-term investments are valued at the lower of cost and market values.

D. Materials and Supplies

Materials and supplies represent spare parts held for day-to-day operations and construction material held for internal construction and maintenance

of capital assets. Those items representing construction material for capital assets are classified as long-term assets. The assets that are held for 

consumption are carried at the lower of cost and replacement cost and the materials and supplies classified held for resale are valued at lower of cost

and net realizable value. Cost is determined on an average cost basis, other than for major equipment which is determined on a specific item basis.

E. Capital Assets

Capital assets are carried at cost, which includes direct internal labour and allocated overheads less depreciation. The Partnership capitalizes major

maintenance to capital assets. Regulated operations capitalize an allowance for funds used during construction (“AFUDC”) which represents the

cost of debt and equity financing incurred during construction. AFUDC is a non-cash item that will be recovered in rates charged to customers over

the service life of the assets, commencing with the asset’s inclusion in the rate base.

Certain assets may be acquired or constructed with financial assistance in the form of non-refundable contributions from customers. These 

contributions are recorded as a reduction of the cost of property. 
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Regulated operations provide for depreciation on a straight-line basis with various rates ranging from 2.00% to 33.33% as approved by the EUB,

based on depreciation studies prepared by the Partnership. Changes to depreciation rates requested by the EUB are accounted for on a prospective

basis. Depreciation rates reflect estimated service lives. The EUB approved rates are applied to the original historical capital costs reflected for the

regulatory rate making purposes, which overall are greater than those reflected in these financial statements. As such, the effective depreciation

rates under Canadian generally accepted accounting principles are usually higher. 

When a regulated asset is retired or disposed of there is no gain or loss recorded in income, other than for land. Any difference between the cost 

of the asset and the accumulated depreciation is charged to the accumulated depreciation account for that asset. For regulatory purposes the net

proceeds from the retirement or disposal of the asset adjusts the accumulated depreciation.

F. Future Site Restoration

A provision for estimated costs of future removal, dismantlement, site restoration and abandonment (net of expected recoveries) is made for 

certain assets. The depreciation expense for these assets includes a provision for estimated site restoration costs which is included in the liability

for future removal and site restoration on the balance sheet. For regulatory purposes the provision for estimated site restoration costs is included

in accumulated depreciation and is netted against capital assets. Upon the retirement of the assets, the removal and restoration costs, net of 

recoveries, are charged to this provision. This provision is based on engineering estimates of costs, taking into account the anticipated method and

extent of remediation consistent with legal requirements, industry practices, current technology and the possible use of the site. 

G. Deferred Financing Fees

Costs incurred to arrange debt financing are capitalized as deferred financing costs and are amortized over the period in which they are expected

to be recovered through rates. Deferred financing costs that are not expected to be recovered through rates are amortized on a straight-line basis

over the term of the related debt. The amortization of these charges is included as part of interest on debt.

H. Goodwill

Goodwill represents the excess of the purchase price over the fair value of the net identifiable assets of operations acquired. Goodwill is carried at

initial cost less any write-down for impairment. A goodwill impairment has occurred when the carrying value of the reporting unit exceeds its fair

value. An impairment loss is recognized to the extent that the carrying amount of the goodwill of a reporting unit exceeds its fair value. In the fourth

quarter of each fiscal year and as economic events dictate, management reviews the valuation of the goodwill, taking into consideration any events

or circumstances which might have impaired the fair value. 

I. Employee Future Benefits

The General Partner employs staff and provides administrative and operational services to the Partnership on a cost reimbursement basis. The

Partnership bears all of the related expenses and also bears the risk and reward of any pension plans or other staff-related programs which the

General Partner establishes. The Partnership has indemnified the General Partner for all costs and liabilities associated with its employment of

staff, including any pension liabilities. As such, the employee future benefit plans of the General Partner are reported as if they were provided by

the Partnership even though the legal sponsor of the plans and employer of the staff is the General Partner. 

All accrued obligations for employee future benefit plans, post-employment and post-retirement benefits are determined using the projected 

benefit method prorated on services. In valuing the cost of post-retirement benefits as well as the cost of pension benefits, the Partnership uses

management’s best estimate assumptions, except for the discount rate, where the Partnership uses the long-term market rate of high quality debt

instruments at the measurement date. Current service costs are expensed in the period. In accordance with Canadian generally accepted account-

ing principles, cumulative net unamortized actuarial gains and losses in excess of 10% of the greater of the benefit obligation or fair value of plan

assets are amortized over the expected average remaining service period of active employees receiving benefits under the plan. The Partnership

uses market values to value pension assets. When the recognition of a transfer of employees and employee-related benefits gives rise to both a 
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curtailment and a settlement of obligations, the curtailment is accounted for prior to the settlement. Under regulatory accounting principles, the

expense ultimately recognized in these financial statements is that which is recognized for rate making purposes [note 2B]. 

J. Taxes

The Partnership is not subject to income tax. The taxable income or loss of the Partnership is allocated to the individual partners based upon their

respective ownership percentage of the Partnership at year end. Similarly, individual partners are responsible for Federal large corporation tax

applicable to their respective interest in the Partnership. Accordingly, no tax expense is recognized in these financial statements.

K. Foreign Currency Translation

The Partnership’s functional currency is the Canadian dollar. Monetary assets and liabilities denominated in foreign currencies are translated at exchange

rates in effect at the balance sheet date. Non-monetary assets and liabilities are translated at exchange rates prevailing at the transaction date. Revenues

and expenses are translated at the exchange rate prevailing on the date of the transaction except for depreciation and amortization, which are translated

at the exchange rate prevailing when the related assets were acquired. Gains and losses on translation are reflected in income when incurred.

L. Revenue Recognition

Revenues from rate-regulated operations are recognized on the accrual basis in accordance with rates and policies set by the regulator, and include

an estimate of services provided but not yet billed. 

Any revenue that has been received but not yet earned is classified as other liabilities on the financial statements.

M. Deferred Lease Inducements

Deferred lease inducements represent leasehold improvements paid for by the landlord. Deferred lease inducements are amortized on a straight-

line basis over the periods of the leases, and the amortization is recorded as a reduction of rent expense.

3. Business Acquisition
On April 29, 2002, the Partnership acquired substantially all of the electrical transmission assets and operations of TransAlta Energy Corporation

located in Alberta for total cash consideration of $828,222 including acquisition costs of $9,684. This transaction was accounted for using the 

purchase method of accounting whereby assets acquired and liabilities assumed are recorded at fair values. The operating results were included in

the financial statements from the closing date of purchase. The fair values of the net assets acquired are as follows:

ASSETS ACQUIRED

Current assets $ 14,607

Capital assets 757,584

Accrued benefit pension asset 5,676

Goodwill 201,833

Current liabilities (9,164)

Accrued employment benefits liabilities (700)

Long-term regulatory liabilities (14,973)

Provision for future removal and site restoration (126,641)

Fair value of net assets acquired $ 828,222

As at April 30, 2002 there was a contingent addition to rate base which was subject to regulatory approval which had not been accounted for in the

acquisition of the assets and operations. Regulatory approval for the additional asset was subsequently received resulting in capital assets and

goodwill increasing by $3,175 and $985 respectively and are reflected in the table above. Additional contingent items of approximately $2,369 have
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not been included in the purchase price as the outcome cannot be reasonably determined. These items will be recognized as part of the purchase

price at the time any consideration becomes payable. There are other contingent items which could affect the amount and allocation of the purchase

price, but their effect cannot be reasonably estimated or determined at this time. Any contingent consideration will be recognized as an additional

business acquisition cost when resolved or when consideration becomes payable.

4. Capital Assets

2003

Regulated Effective
Depreciation Depreciation Accumulated Net Book

Rates Rates Cost Depreciation Value
% %

Substations, transmission lines & telecontrol 3.04-7.18 5.28-17.75 $ 789,728 $ 41,468 $ 748,260

Division offices 2.41 2.43 15,495 635 14,860

Surface & mineral rights 2.00 4.46 14,176 594 13,582

Uninstalled meters & transformers 3.53 1.38 12,249 390 11,859

Vehicles 8.47 11.25 5,923 667 5,256

Capital leases 33.33 33.33 302 89 213

Other 6.67-20.00 7.27-20.42 16,914 1,896 15,018

Land – – 11,158 – 11,158

Customer contributions 4.11-5.68 4.37-11.80 (27,425) (1,321) (26,104)

838,520 44,418 794,102

Assets under construction – – 10,450 – 10,450

– – $ 848,970 $ 44,418 $ 804,552

2002

Regulated Effective
Depreciation Depreciation Accumulated Net Book

Rates Rates Cost Depreciation Value
% %

Substations, transmission lines & telecontrol 3.04-7.18 5.38-27.22 $ 714,716 $ 143 $ 714,573

Division offices 2.41 3.58 6,902 1 6,901

Surface & mineral rights 2.00 4.47 14,170 2 14,168

Uninstalled meters & transformers 3.53 1.45 12,303 1 12,302

Vehicles 8.47 14.14 4,693 2 4,691

Capital leases 33.33 33.33 56 – 56

Other 6.40-20.00 10.72-24.15 6,783 6 6,777

Land – – 11,298 – 11,298

Customer contributions 4.11-5.68 4.75-11.8 (24,559) (3) (24,556)

746,362 152 746,210

Assets under construction – – 12,131 – 12,131

– – $ 758,493 $ 152 $ 758,341
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Future removal and site restoration costs of $4,088 were charged to depreciation expense during the year ended April 30, 2003 and was nil for the

10-month period ended April 30, 2002. The total amount of AFUDC capitalized for the year ended April 30, 2003 was $2,151 and was nil for the 

10-month period ended April 30, 2002.

For rate making purposes, the capital assets number included in the rate base calculation is capital assets less the provision for future removal and

site restoration, assets under construction and unamortized software.

5. Debt

Effective Interest rate Maturing Fiscal 2003 2002

Series 1 5.13% 2004 $ 296,568 $ 296,579

Series 2 4.85% 2004 125,046 125,033

Series 3 8.91% 2013 85,037 85,046

Capital lease obligations 7.84% 2005 207 51

Banker’s acceptances 3.30% 2004 12,716 –

Bank overdraft 5.00% 2004 2,412 –

Total debt 521,986 506,709

Less: current portion 421,752 506,675

Total long-term debt $ 100,234 $ 34

A. Credit Facility

On May 10, 2002 the Partnership entered into a $185,000 unsecured credit agreement. In May 2003 the maturity date was extended to May 7, 2006

and may be extended for successive 364 day periods with the consent of the facility provider. The maturity extends as the revolving period of the bank

facility is renewed each year. Subject to extension with the consent of the facility provider, no borrowings may be made under the credit agreement

after May 7, 2004 and all amounts owing thereunder must be repaid by May 7, 2006. The facility may be used only for capital expenditures and general

corporate purposes and cannot be drawn down for the purpose of refinancing existing indebtedness. The facility provides funding by way of prime

rate loans, U.S. base rate loans, bankers’ acceptances, LIBOR loans and letters of credit and prohibits the Partnership from granting 

security on its assets to other parties unless the same security is granted to the facility provider. As at April 30, 2003 there was $15,128 outstanding

on the credit facility. The amount outstanding as at April 30, 2003 has been classified as long term debt because the Partnership has both the ability

to continue rolling the Banker’s Acceptances maturity date under the revolving bank credit facilities which do not mature until May 7, 2006 and the

intention to extend the amounts outstanding for a period greater than one year.

B. Letters of Credit

As at April 30, 2003 and April 30, 2002, the Partnership had letters of credit to third parties outstanding totalling $15,179 and $20,900 respectively. 

C. Debt Facilities

In April 2002, the Partnership issued an aggregate of $506,500 of unsecured bonds. The Series 1 Floating Rate Senior Bridge Bond, Series 2 Senior

Real Return Bridge Bond and Series 3 Subordinated Bond were issued pursuant to the master trust indenture, which establishes common security

and covenants. As of April 28, 2003, the Series 1 Floating Rate Senior Bridge Bond and the Series 2 Real Return Bond were extended to mature on

December 31, 2003 and adjustments were made to the interest rates. As of November 1, 2002 the Series 3 Subordinated Bond was extended to

mature on October 1, 2012 and the interest rate was adjusted from 9.80% to 8.0%.

Series 1 $296,500 Series 1 Floating Rate Senior Bridge Bond, due December 31, 2003. The interest rate is a floating rate set as the 90-day Banker’s

Acceptance Rate (“BA”) (set at the beginning of each interest payment period) plus an interest margin. [note 16]
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Series 2 $125,000 Series 2 Senior Real Return Bridge Bond, due December 31, 2003. The interest rate is a fixed rate of 6.7%.

Series 3 $85,000 Series 3 Subordinated Bond, due October 1, 2012. The interest rate is a fixed rate of 8%. The payment of the principal and interest

of the Series 3 Subordinated Bond are subordinated to all senior bonds. This debt represents a refinancing of the Series 3 short-term debt 

outstanding in the April 30, 2002 audited financial statements.

For the Series 1 and Series 2 Senior Bridge Bonds, interest is payable in arrears on August 1, 2003, November 1, 2003, and December 31, 2003. The

Series 1 and Series 2 Senior Bridge Bonds can be redeemed in whole or in part at any time at a redemption price of principal plus accrued and 

outstanding interest. On the Series 3 Subordinated Bond interest is payable quarterly on August 1, November 1, February 1, and May 1. The Series 3

Subordinated Bond may not be redeemed while any of the Series 1 and Series 2 Senior Bridge Bonds are still outstanding unless the Series 3

Subordinated Bond is redeemed for the purpose of refinancing with other subordinated debt. The Series 3 Subordinated Bond is unsecured. 

D. Net Interest Expense

Interest expense on debt for the year ended April 30, 2003 was $29,054 (10 months ended April 30, 2002 – $158). During the year ended April 30, 2003

$2,052 (10 months ended April 30, 2002 - $11) of deferred financing fees had been amortized and included in interest expense. Interest expense for

the 12 months ended April 30, 2003 was reduced by the allowance for debt funds used during construction which is included in 

capital assets of $1,237 (10 months ended April 30, 2002 – nil).

E. Principal Repayments

Fiscal

2003 $ –

2004 421,599

2005 100

2006 15,131

2007 –

2008 and thereafter 85,000

$ 521,830

6. Related Party Transactions
A. AltaLink Management Ltd.

Pursuant to the terms of the Partnership Agreement, the General Partner provides administrative and operational services to the Partnership on

a cost reimbursement basis. The employees that provide the administrative and operational services are employed by the General Partner and the

Partnership has indemnified the General Partner for all expenses and liabilities associated therewith. Services are invoiced and settled on a semi-

monthly basis. Operating and capital expenses included $18,285 (10 months ended April 30, 2002 – $835) of salaries and benefits that have been

invoiced from the General Partner for the year ended April 30, 2003 at exchange amounts. The General Partner has been granted a 0.01% interest

in the Partnership in consideration for acting as General Partner. The interest granted to the General Partner in conjunction with the issuance of

units that have been issued to the Limited Partner as at the period end has been valued at $34 and has been recorded as an administrative expense

of the Partnership during the 10-month period ended April 30, 2002. For the year ended April 30, 2003 distributions of $3 were paid.

B. AltaLink Investments, L.P.

Included in miscellaneous revenue is $242 (April 30, 2002 - $17) for consulting services provided to AltaLink Investments, L.P. These services have

been recorded at exchange amounts. Included in interest expense is $7,571 (April 30, 2002 - $46) which relates to the Series 3 Subordinated Bridge

Bond payable to AltaLink Investments, L.P [note 5]. For the year ended April 30, 2003 distributions of $29,342 were paid to AltaLink Investments, L.P.
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C. SNC-Lavalin Inc.

SNC-Lavalin Inc., a subsidiary of SNC-Lavalin Group Inc., provided administrative and consulting services of $18 during the year ended April 30, 2003 and

$356 for the 10-month period ended April 30, 2002 in relation to the acquisition of the transmission assets and other operating activities. SNC-Lavalin

Group Inc. is the parent of SNC-Transmission Ltd. which is a 50% owner of AltaLink Investments, L.P. Of the $356 as at April 30, 2002 the Partnership has

capitalized $41 of the consulting services to assets under construction for services provided in relation to leasehold improvements and $56 which

represented reimbursement of third party costs and have been recorded as acquisition costs. These services were recorded at exchange amounts.

During the 12-month period ended April 30, 2003 SNC-Lavalin ATP Inc., a subsidiary of SNC-Lavalin Group Inc., provided consulting services for the

construction of capital assets totalling $52,888 (April 30, 2002 - nil). These amounts have been included in capital assets as at April 30, 2003. 

The Partnership received $79 (April 30, 2002 - nil) in miscellaneous revenue from SNC-Lavalin ATP Inc. during the year ended April 30, 2003. These

services were recorded at exchange amounts.

On April 30, 2002 the Partnership disposed of the engineering and services operations including vehicles, tools and instruments, computer 

hardware and computer software that were previously acquired, to SNC-Lavalin ATP, a subsidiary of SNC-Lavalin Group Inc., for $1,221. The assets

sold were recorded at their re-sale value when originally acquired from TransAlta Energy Corporation. In addition, effective April 29, 2002, a pro-

rata share of the pension surplus transferred from TransAlta Energy Corporation to the Partnership was sold to SNC-Lavalin ATP for that amount.

While the estimated amount of this surplus is $1,401, the exact value of this pro-rata share of the surplus will be determined on the date that the

surplus transfer occurs, after receiving the necessary approvals from the appropriate regulatory bodies, which is expected to occur in the second

quarter of fiscal 2004 [note 12A]. 

Nexacor Realty Management (“Nexacor”), which is a subsidiary of SNC-Lavalin Group Inc., provided management services totalling $59 during the

year ended April 30, 2003 and $95 during the period ended April 30, 2002 relating to the renovation of the Partnership’s offices. These amounts

have been recorded as assets under construction and were recorded at exchange amounts. 

D. Macquarie North America Ltd.

Macquarie North America Ltd., the parent of Macquarie Transmission Alberta Ltd., a 15% owner of AltaLink Investments, L.P., incurred third party

costs of $119 during the 10-month period ended April 30, 2002 in relation to the acquisition of the transmission assets. Macquarie North America

Ltd. provided consulting services during the 10-month period ended April 30, 2002 of $4,088 to the Partnership in relation to the acquisition. These

costs have been invoiced to the Partnership and have been recorded as acquisition costs as at April 30, 2002. Macquarie North America Ltd. 

provided $100 (April 30, 2002 – $65) in consulting and financial advisory services during the year ended April 30, 2003 of which $35 (April 30, 2002

– $65) was recorded as financing fees, $21 (April 30, 2002 – nil) was recorded as capital assets, and $44 (April 30, 2002 – nil) was recorded as 

operating expenses. These services were recorded at exchange amounts.

E. Ontario Teachers’ Pension Plan Board

Ontario Teachers’ Pension Plan Board, the parent of OTPPB TEP Inc., a 25% owner of AltaLink Investments, L.P., incurred third party costs of $40 during the

10-month period ended April 30, 2002 in relation to the acquisition of the transmission assets. These costs have been invoiced to the Partnership at exchange

amounts and have been recorded as acquisition costs as at April 30, 2002. In addition the Partnership paid Ontario Teachers’ Pension Plan Board $445 (April

30, 2002 – $4,093) in relation to the issuance and extension of the Series 1 Senior Bridge Bond to Ontario Teachers’ Pension Plan Board during the year

ended April 30, 2003. This amount has been recorded as deferred financing fees. Included in interest expense is $21,264 (April 30, 2002 – $112) for the year

ended April 30, 2003 which relates to Series 1 and Series 2 Senior Bridge Bonds payable to Ontario Teachers’ Pension Plan Board [note 5]. 

F. Trans-Elect, Inc.

Trans-Elect, Inc., the parent of 3057246 Nova Scotia Company, a 10% owner of AltaLink Investments, L.P., provided services in relation to renovation

and construction of the control centre during the 10-month period ended April 30, 2002. These services have been recorded as capital assets as at

April 30, 2002. During the year ended April 30, 2003 there was $155 in consulting services. These services were recorded at exchange amounts.
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G. Other

To provide part of the financing for the acquisition of the transmission assets, AltaLink Investments, L.P. provided capital in April 2002 of $331,904

in exchange for units. SNC Lavalin Inc. ($2,201), Macquarie North America Ltd. ($660), Ontario Teachers’ Pension Plan Board ($1,101) and Trans-Elect,

Inc. ($440) each charged the Partnership an underwriting fee in relation to the issuance of capital. The underwriting fees have been recorded as a

capital cost of issuing the units to AltaLink Investments, L.P. and have therefore been deducted from partners’ capital as at April 30, 2002.

Amounts due from (to) related parties included in accounts receivable and accounts payable are:

2003 2002

AltaLink Management Ltd. $ – $ (15)

AltaLink Investments, L.P. 24 18

SNC Lavalin Inc. (13,858) 2,365

Nexacor Realty Management – (95)

Macquarie North America Ltd. – (65)

Ontario Teachers’ Pension Plan Board – (40)

Trans-Elect, Inc. – (315)

In addition there is $85,037 (April 30, 2002 – $85,046) owing to AltaLink Investments, L.P. as at April 30, 2003 and there is $421,614 (April 30, 2002

– $421,612) owing to Ontario Teachers’ Pension Plan Board for debt outstanding as at April 30, 2003 [note 5].

7. Other Liabilities
Other long-term liabilities consist of the following:

2003 2002

Deferred lease inducement $ 965 $ –

Long-term incentive liability 111 –

$ 1,076 $ –

8. Measurement Uncertainty
The Partnership’s tariff revenue being received from the transmission administrator is currently being calculated on an interim tariff set by the

Alberta Energy and Utilities Board (“EUB”). The Partnership filed a general tariff application with the EUB as of September 30, 2002 to finalize rates

for the fiscal years ending April 30, 2003 and April 30, 2004. This tariff application is based on traditional cost of service methodology. It is not

possible to precisely determine what the final approved tariff will be until the EUB provides a decision on the tariff application. As a result,

management has included in the Partnership’s April 30, 2003 financial statements its best estimates as to the final tariff. This estimate differs in

comparison to the interim refundable tariff that is currently being received. Further material adjustments may be required once the EUB has made

a determination as to the appropriate final tariff. The difference between the interim tariff received and the amount estimated is recorded as a 

regulatory liability or asset.

9. Partners’ Capital
The Partnership is authorized to issue an unlimited number of units. The units are voting and participate equally in profits, losses and capital 

distributions of the Partnership. The General Partner is not entitled to vote and any Limited Partner who is in default of payment of the subscription

price for units shall not be entitled to vote in respect of any units.
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Any units issued by the Partnership must be offered to the existing Limited Partner in proportion to its interest in the Partnership. 

The 0.01% interest granted to the General Partner in consideration for acting as General Partner of the Partnership does not entitle the General

Partner to units of the Partnership.

10. Distributions to Partners
During the year ended April 30, 2003, the Partnership made distributions of $29,345 (10 months ended April 30, 2002 – nil). 

11. Future Income Taxes
Future income tax assets and liabilities have not been recognized in these financial statements for temporary differences between the tax and

accounting basis of assets and liabilities, as the Partnership is not subject to tax and no tax expense is recognized.

The net difference between the net book value and the tax base of the Partnership’s assets and liabilities as at April 30, 2003 was $25,482 (April 30,

2002 – $21,981) and ($5,271) (April 30, 2002 – ($51)), respectively. The difference between the net book value and the tax base of the Partnership’s

assets as at April 30, 2002 have been adjusted to reflect a change in the amount of capital cost allowance deductions claimed by the partners.

12. Employee Future Benefits
A. Description

The General Partner employs staff and provides administrative and operational services to the Partnership on a cost reimbursement basis. As part

of the purchase of the transmission assets the Partnership assumed pension obligations in respect of the transmission employees. At the valuation

date of April 30, 2002, pension assets to be transferred exceeded the related liabilities assumed. The pension obligation was transferred by the

Partnership to the General Partner at the value of the pension surplus and the Partnership will be credited with any pension income and charged

for any pension expense. The transfer resulted in a long-term pension asset being established in the Partnership which will be reduced through 

pension expense charges or increased by pension income. Any cash funding of the pension plan by the General Partner will be reimbursed by the

Partnership. The Partnership has indemnified the General Partner for all costs and liabilities associated with its employment of staff, including any

pension liabilities. As such the pension is reported as if it is held by the Partnership even though the legal plan sponsor and employer of the staff

is the General Partner. The pension assets will be transferred once the General Partner establishes a plan and pension regulatory approvals are

received, which is expected to occur in the second quarter of fiscal 2004. In the interim, TransAlta Energy Corporation continues to administer the

plan [note 2B].

The General Partner intends to establish a registered pension plan with defined benefit and defined contribution options covering substantially all

of the employees of the General Partner. Only those members who at the date of the acquisition were covered by the defined benefit option will be

allowed to continue in that option and all other employees and any new employees will be covered under the defined contribution option. The 

latest actuarial valuation was done as at April 30, 2002. 

Other accrued employment benefits include the health and dental coverage provided to a limited number of employees.

During the year ended April 30, 2003 the Partnership recorded regulatory pension income of $2,863 (April 30, 2002 – nil) offset by an expense of

$65 (April 30, 2002 – nil) relating to post-retirement benefits. The Partnership did not commence regulated operations until after the acquisition

from TransAlta Energy Corporation and therefore recorded nil regulatory pension income for the 10-month period ended April 30, 2002.

The current service cost recognized for the 10-month period ended April 30, 2002 is $69. This amount was recognized prior to the acquisition of the

regulated transmission assets from TransAlta Energy Corporation.
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B. Status of Plans

2003

Registered Other Total

Fair value of plan assets $ 6,021 $ – $ 6,021

Accrued Benefit Obligation 3,933 654 4,587

Funded status-plan surplus (liability) 2,088 (654) 1,434

Unamortized net actuarial losses (gains) 1,159 (111) 1,048

Total recognized in financial statements $ 3,247 $ (765) $ 2,482

Amortization period in years (EARSL) 7 7 –

2002

Registered Other Total

Fair value of plan assets $ 7,696 $ – $ 7,696

Accrued Benefit Obligation 3,420 700 4,120

Funded status-plan surplus (liability) 4,276 (700) 3,576

Total recognized in financial statements $ 4,276 $ (700) $ 3,576

The significant actuarial assumptions utilized in measuring the Partnership’s accrued benefit obligations were as follows:

2003

Registered % Other %

Liability discount rate 6.75 6.75

Expected long-term rate of return on plan assets 7.0 –

Rate of compensation increase (exclusive of promotion increases) 3.5 –

Health care cost escalation – 9.5

Dental care cost escalation – 4.0

Provincial health care premium escalation – 2.5

2002

Registered % Other %

Liability discount rate 7.0 3.75

Expected long-term rate of return on plan assets 7.0 –

Rate of compensation increase (exclusive of promotion increases) 3.5 –

Health care cost escalation – 10.0

Dental care cost escalation – 4.0

Provincial healthcare premium escalation – 2.5

The health care cost escalation used as an estimate is 10.0% as at April 30, 2002 with a decrease of 0.5% per year for 10 years and 5.0% per 

year thereafter.
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13. Financial Instruments
A. Fair Value of Financial Instruments

Cash consists of amounts held in cash deposit accounts with a Canadian chartered bank. Due to the short-term nature of cash, the carrying values

do not differ materially from the fair values. Cash earned an effective interest rate of 2.33% during the year ended April 30, 2003 and 1.78% 

during the 10-month period ended April 30, 2002.

Accounts receivable, other assets, accounts payable and accrued liabilities are short term in nature and as such the carrying amounts are a 

reasonable estimate of the fair values of these items.

As at April 30, 2003 the fair values of the outstanding debt and interest payments of the Series 1 Floating Rate Senior Bridge Bond, Series 2 Senior

Real Return Bridge Bond and the Series 3 Subordinated Bond were $296,525, $125,136 and $96,300 respectively (April 30, 2002: Series 1 – $296,579;

Series 2 – $125,033; Series 3 – $85,046). Borrowings under the bank credit facility and the capital lease obligations are for short terms and are 

market rate based, thus carrying values approximate fair value.

B. Concentrations of Credit Risk

The Partnership has a concentration of credit risk as approximately 66% of its accounts receivable balance is due from the Transmission

Administrator of Alberta (April 30, 2002 – 47%), 17% of the accounts receivable balance is due from TransAlta Utilities Corporation (April 30, 2002 – 27%)

and 8% is due from SNC Lavalin Inc. (April 30, 2002 – 21%).

14. Commitments
A. On June 1, 2002 the Partnership entered into a 10-year operating lease for premises. As at April 30, 2003 the Partnership has received a lease-

hold improvement allowance from the landlord in the amount of $1,114. There are additional operating leases that are for premises in Red Deer,

Lethbridge and Calgary that all have a lease term of five years. Expected minimum lease payments in future years are as follows:

Fiscal 2003 2002

2003 $ – $ 579

2004 818 632

2005 818 632

2006 818 632

2007 818 632

2008 779 676

2009 and thereafter 3,056 2,755

$ 7,107 $ 6,538

B. Subject to regulatory approval from the EUB the Partnership will complete an offering to Ontario Teachers’ Pension Plan Board of $125,000 10

year senior real return bonds pursuant to a supplemental indenture under the Master Indenture at the option of Ontario Teachers’ Pension Plan

Board. If regulatory approval from the EUB is given, the proceeds will be used to redeem the Series 2 Senior Real Return Bridge Bonds. If regulatory

approval is not granted by the EUB to issue the Senior Real Return Bonds then the Partnership will seek regulatory approval to complete a term

offering to Ontario Teachers’ Pension Plan Board of $125,000 10-year fixed rate senior bonds at the option of Ontario Teachers’ Pension Plan Board.

The proceeds from these offerings will be used to redeem the Series 2 Senior Real Return Bridge Bonds. If regulatory approval is not obtained for

either of the above then the Partnership at its sole discretion can redeem the Series 2 Senior Real Return Bridge Bonds with proceeds of any equity

securities or indebtedness.
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15. Supplemental Cash Flow Information
A. Change in Non-Cash Working Capital Items Related to Operations:

2003 2002

Change in non-cash working capital items related to operations

Increase in accounts receivable $ (8,185) $ (526)

Increase in materials and supplies (4) –

Decrease (increase) in prepaid expenses and deposits 1,147 (1,068)

Increase in accounts payable and accrued liabilities 3,225 680

Increase in other liabilities 151 –

Increase in regulatory liabilities 2,821 –

Increase (decrease) in accrued interest on short-term debt (8) 158

$ (853) $ (756)

B. Change in Other Non-Cash Items Related to Operations: 

2003 2002

Change in other non-cash items related to operations 

Decrease in accrued benefit pension asset $ 1,029 $ –

Increase in accrued employment benefits liabilities 65 –

Increase in other liabilities 1,076 –

Decrease in regulatory liabilities (4,960) –

$ (2,790) $ –

16. Subsequent Events
On June 5, 2003 the Partnership issued a senior bond of $100,000 with an interest rate of 4.45% which will mature on June 5, 2008 and a senior

bond of $200,000 with an interest rate of 5.43% which will mature on June 5, 2013. The bonds proceeds were used to repay the $296,500 Series 1

Floating Rate Senior Bridge Bond. 

Upon the signing of the amended and restated master trust indenture on June 5, 2003 between the Partnership, the General Partner and The Trust

Company of Bank of Montreal, as trustee, the Partnership secured the obligations of the Series 1 and Series 2 Senior Bridge Bond Holders and the

credit facility with a first floating charge security interest on its assets.

17. Comparative Figures
Certain comparative figures have been reclassified to conform with the current period’s presentation.
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CORPORATE GOVERNANCE 
AND BOARD OF DIRECTORS

CORPORATE GOVERNANCE AND COMPOSITION OF THE BOARD

The Board of AltaLink Management Ltd. consists of eight directors who 

provide a wide diversity of business experience. All of the Board members

are independent of management and are unrelated directors. Each of the

unrelated directors is free from any business or other relationship that

could reasonably be perceived to materially interfere with the director’s

ability to act with a view to the best interest of AltaLink, other than

interests and relationships that arise solely as a result of shareholding. 

BOARD COMMITTEES AND THEIR MANDATES

The Board has two committees. Each committee has three members

who are unrelated directors.  The committees are the Audit Committee

and the Human Resources and Governance Committee. 

Audit Committee

Chair: David Tuer / Members: Douglas Mitchell, Andrew Sims The Audit

Committee reviews AltaLink’s interim financial statements and annual

audited financial statements and certain corporate disclosure documents,

including the annual information form, management's discussion and

analysis, offering documents (including all prospectuses and other offering

memoranda), before they are approved by the Board. The Committee

reviews and makes a recommendation to the Board in respect of the

appointment of the external auditor and it monitors accounting, financial

reporting, control and audit functions. The Audit Committee meets to 

discuss and review the audit plans of external auditors. The committee

questions the external and internal auditors independently of manage-

ment and it reviews and reports to the Board on AltaLink’s risk

management policies and procedures and reviews the internal control

procedures to determine their effectiveness and to ensure compliance

with AltaLink’s policies and avoidance of conflicts of interest. 

Human Resources and Governance Committee

Chair: Paul McCoy / Members: Pierre Anctil, Robert Turgeon The Human

Resources and Governance Committee reviews succession plans for key

management positions within AltaLink, human resource policies and

plans and the performance and development of the CEO and other senior

officers of AltaLink. The Committee makes recommendations to the

Board with respect to the salary and other remuneration to be awarded

to executive officers of AltaLink. It also makes recommendations to the

Board in respect of all other compensation matters including long- and

short-term incentives such as bonus, long- and short-term plans and

other benefits and is responsible for developing these programs.

It is also the Committee's mandate to assess the effectiveness of the

Board as a whole and of its committees. It assesses AltaLink’s approach

to corporate governance (including its internal policies and codes of

conduct) and monitors the relationship between management and the

Board. The Committee is responsible for the composition of various

Board committees and for recommendations regarding Chairmanship of

the Board. The Committee also reviews and recommends compensation

for Board and committee service. The Committee is also mandated to

undertake those initiatives as are necessary to maintain a high standard

of corporate governance practices.
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David Tuer, Chairman of the Board

Mr. Tuer was Past President and Chief Executive

Officer and a director of PanCanadian

Petroleum Limited and its parent company,

PanCanadian Energy Corporation from 1994 to

2001. Currently, he serves as President and

Chief Executive Officer of Hawker Resources

Inc., Chairman of the Calgary Health Region and a director of Canadian

Natural Resources Limited. He is a former Assistant Deputy Minister of

Energy for the Province of Alberta and has served as Chairman of

Mount Royal College in Calgary.

Pierre Anctil, Director

Mr. Anctil has been involved in the supervision of strategic business

planning and organizational development, the negotiation of transac-

tions and the assumption of leadership roles in both public and private

organizations. He is Executive Vice President and member of the Office

of the President for SNC-Lavalin Group Inc., Executive Sponsor for SNC-

Lavalin’s investment division, and manager of an

infrastructure projects and investments portfolio.

Mr. Anctil holds a Bachelor of Engineering degree

from École Polytechnique and an MBA from École

des Haute Etudes Commerciales in Montréal. 

BOARD OF 
DIRECTORS 

Leo De Bever, Director

Mr. De Bever has been employed by Ontario

Teachers since 1995, in various capacities,

including his current role of Senior Vice

President, Research and Economics. This

department is responsible for the pension

fund’s asset mix research, risk management,

tactical asset allocation, economic research and

real-return assets management. He began his career at the Bank of

Canada in 1975 and, in 1980, founded an economic consulting firm for

Chase Bank in Toronto. He has also worked for Crown Life and Nomura

Securities. Mr. De Bever holds a Ph.D. (Economics) degree from the

University of Wisconsin and is past President of the Canadian

Association for Business Economics.

Krish Krishnamoorthy, Director

Mr. Krishnamoorthy, Executive Vice President of

SNC-Lavalin and a member of the Office of the

President, is responsible for the company’s

chemical and petroleum business sector and its

European operations. He oversees the develop-

ment and implementation of procedures and

standards for project management, administration, project control,

engineering, procurement, construction and commissioning. Mr.

Krishnamoorthy holds a Bachelor of Science (Chemical Engineering)

degree, an MA SC. (Chemical Engineering) degree and an MBA degree.
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Paul McCoy, Director

Mr. McCoy is Senior Vice President of

Transmission Systems Operations for Trans-

Elect, Inc. Prior to joining Trans-Elect, Inc. three

years ago, Mr. McCoy served as Senior Vice

President of Unicom Corp. and President of the

Transmission Group of Commonwealth Edison

Co. Mr. McCoy has held a number of leadership positions involving

major industry organizations. He has significant experience working

with State and Federal utility regulators in the United States regarding

policy issues on electricity transmission systems. He earned a BSEE

degree from the Illinois Institute of Technology and is a Registered

Professional Engineer.

Douglas Mitchell, Director

Mr. Mitchell helped to lead the national merger resulting in the new firm

of Borden Ladner Gervais LLP (BLG), Barristers and Solicitors, and is BLG’s

National Co-Chairman and Regional Managing Partner for the Calgary

office. He is the past President of the Calgary Chamber of Commerce and

was appointed by Premier Ralph Klein to Chair

the Alberta Economic Development Authority

effective January 1999 after previously serving

as Co-Chair since 1995. Mr. Mitchell also served

as Commissioner of the Canadian Football

League from June 1984 to March 1989 and as a

member of the National Hockey League Board of

Governors from 1980 to 1984.

Andrew Sims, Director

Mr. Sims has been employed by Macquarie since 1994. As Vice President

and Director of Macquarie North America Ltd.’s Canadian Infrastructure

and Specialized Funds Division (since 2001), Mr.

Sims and his team manage the North American

investments of Macquarie’s managed funds,

including the investments in 407 International

Inc., owner of Highway 407 in Toronto, and

AltaLink.  Prior to joining Macquarie, Mr. Sims

worked at Ernst & Young for six years. 

Robert Turgeon, Director

Mr. Turgeon joined Fraser Milner Casgrain

LLP as Counsel in 2002. Prior to this, he

served as President of Trans-Québec &

Maritimes Pipeline Inc. for 17 years. During

his tenure as President, Mr. Turgeon

directed the planning and representations to regulatory authorities

and governments of major pipeline work, in addition to guiding major

corporate restructuring. 
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MANAGEMENT

Scott Thon, President and Chief

Executive Officer

Mr. Thon brings extensive knowledge of the

power industry to AltaLink, with specific

expertise in the transmission and distribu-

tion sectors, wholesale energy trading,

independent power projects and energy

risk management. He is the Chair of the Canadian Electricity Association’s

Transmission Council, a member of the Association of Professional

Engineers, Geologists and Geophysicists of Alberta (APEGGA), current 

co-chair of the United Way of Calgary and Area Leaders Committee, and a

member of the United Way of Calgary and Area Corporate Cabinet. He is

also a council member of the Calgary Children’s Initiative and sits on the

Board of the Banff-Calgary International Writers Festival. Mr. Thon earned

his Bachelor of Science degree in Electrical Engineering from the

University of Saskatchewan, and is a Registered Professional Engineer. In

addition, he completed the Richard Ivey Executive Program.

James Harbilas, Executive Vice President and Chief Financial Officer

Mr. Harbilas is a Chartered Accountant who graduated with a Bachelor of

Commerce and a Graduate Diploma in Accountancy from Concordia

University in Montreal, Quebec. He is a member of the Canadian and

Alberta Institutes of Chartered Accountants. Mr. Harbilas’ work history

includes a position as Manager of Financial Planning and Control for 

SNC-Lavalin, overseeing the budgeting and forecasting process at the

corporate level.  In addition, he ensured that SNC-Lavalin policies were in

compliance with Ontario Securities Commission requirements, as well as

Canadian GAAP. He also worked for The

Montreal Gazette (a division of Southam) as

Assistant Controller supervising the monthly

reporting, forecasting and budgeting process.

Mr. Harbilas was also Senior Staff Accountant

for KPMG LLP. Mr. Harbilas has lectured for

McGill University’s CA program.

Dennis Frehlich, Executive Vice President 

and Chief Operating Officer

Mr. Frehlich is a Registered Professional Engineer and a member of the

Association of Professional Engineers, Geologists and Geophysicists of

Alberta (APEGGA) and the Western Electricity Coordinating Council

Operations Committee (WECC), and a member of the Executive

Committee of CIGRÉ Canada. Mr. Frehlich has 15 years of experience in

the electricity industry. He earned his degree from the University of

Saskatchewan in 1987, with distinction, and has since held expanding

operational leadership positions ranging from technical engineering,

asset and project management to business development and marketing.

In his previous role as the Director of

TransAlta’s Alberta Transmission Engineering

and Operations, he was responsible for the

operations, maintenance, engineering, and

construction of TransAlta’s transmission lines,

substation and telecommunication facilities.

Duane Lyons, Senior Vice President, Business Development

Mr. Lyons is a Registered Professional Engineer who graduated with a

Bachelor of Science in Electrical Engineering from the University of

Saskatchewan. He is a member of the Association of Professional

Engineers, Geologists and Geophysicists of

Alberta (APEGGA). With more than 30 years’

experience in the electric power industry,

Mr. Lyons has developed energy projects in

Canada, Mexico, Australia and the United

States. He has also evaluated numerous

greenfield and acquisition opportunities

domestically and internationally.
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Bob Schmidt, Senior Vice President, Regulatory 

Mr. Schmidt is AltaLink’s Senior Vice President, Regulatory and a

Certified General Accountant. His background includes over 25 years of

experience in the regulated transmission business. He has also

appeared as a policy witness before the National Energy Board, the

Alberta Energy and Utilities Board and the Federal Energy Regulatory

Commission. In his prior role as the Vice President Regulatory Affairs at

Nova Gas Transmission, Mr. Schmidt was accountable for effective 

policy, strategic development and lead-

ership of the collaborative and regulatory

process of Nova Gas Transmission.

Previous responsibilities at Nova

included Accounting, Budgets, Materials

Supply, Liaison with Shippers, Producer

Associations, Government Agencies as

well as training programs and seminars

for NOVACORP International.

Leigh Clarke, Vice President, Law and Public Affairs 

and Corporate Secretary 

Mr. Clarke is a member of the Law Society of Alberta. He graduated from

the University of Alberta with a LLB degree and from there practiced

energy and regulatory law with the McCarthy Tetrault and Macleod

Dixon firms. Prior to joining AltaLink,

Mr. Clarke spent two years in the fuel-

tech sector working as General Counsel

and Corporate Secretary. Before that,

he led the corporate communications

group at TransAlta Corporation as the

Director of Corporate Communications. 

Don Richards, Director, 

Human Resources

Mr. Richards is AltaLink’s Director of

Human Resources, and the secretary

of AltaLink’s Human Resources and

Governance Committee for the Board

of Directors. He graduated from the

University of Lethbridge with a

Bachelor of Management degree and completed, with honours, the

Canadian Securities Course. Prior to joining AltaLink, Mr. Richards

worked for nine years with TransAlta in various human resources roles.

He also worked for ten years for Nortel as a production manager, and

managed his own small business, building retaining walls for seven years.
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CORPORATE 
INFORMATION

DIRECTORS

David Tuer (1)

Chairman of the Board, AltaLink Management Ltd.

President and Chief Executive Officer

Hawker Resources Inc.

Pierre Anctil (2)

Executive Vice President

Office of the President 

SNC-Lavalin Inc.

Leo De Bever

Senior Vice President, Research and Economics

The Ontario Teachers’ Pension Plan Board

Krish Krishnamoorthy

Executive Vice President

Office of the President

SNC-Lavalin Inc.

Paul McCoy (2)

Senior Vice President, Transmission Systems Operations

Trans-Elect, Inc.

Douglas Mitchell (1)

National Co-Chairman and Regional Managing Partner

Borden Ladner Gervais LLP

Andrew Sims (1)

Vice President and Director

Canadian Infrastructure and Specialized Fund Division

Macquarie North America Ltd.

Robert Turgeon (2)

Legal Counsel

Fraser Milner Casgrain LLP

Committee Members
1

Audit
2

Human Resources and Governance

SENIOR

MANAGEMENT

Scott Thon

President and Chief Executive Officer

James Harbilas

Executive Vice President and Chief Financial Officer

Dennis Frehlich

Executive Vice President and Chief Operating Officer

Duane Lyons 

Senior Vice President, Business Development

Bob Schmidt

Senior Vice President, Regulatory 

Leigh Clarke

Vice President, Law and Public Affairs 

and Corporate Secretary

Don Richards

Director, Human Resources

HEAD OFFICE 

AltaLink 

1035 – 7 Avenue S.W.

P.O. Box 20, Station M

Calgary, Alberta  T2P 2G9

Ph:  (403) 267-3400

or toll-free 1-866-595-3437

Fax: (403) 267-3454

www.altalink.ca

AUDITORS

Ernst & Young LLP

LEGAL COUNSEL

Borden Ladner Gervais LLP
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