IC-NLH-040
2013 NLH General Rate Application

O 00 N o u B W N R

N N N N NN R R R R R B R R B g
v A W N P O O 0O N O U B W N +—» O©

Page1lof1

Has Hydro investigated the options of borrowing (on its own with the debt
guarantee, or through a pass through of government borrowing) without a sinking
fund requirement? If so, please provide the options investigated and the cost and

benefit implications of such an approach.

The decision on whether to establish a sinking fund is made in consultation with
Hydro’s capital markets advisors prior to going to market, and considers a number
of quantitative and qualitative factors. These include prevailing market conditions,
Hydro’s financial position, Hydro’s long-term forecast, the proposed term of the

new issue and the current maturity profile of existing debt.

In that regard, a decision was made to establish sinking funds for the Series X, V, Y,
AB and AD debentures, which were issued between 1989 and 2003. For each issue,
the requirement to establish and maintain a sinking fund was provided for in the
bond indentures®. In each case, the use of a sinking fund was approved by the

Board of Commissioners of Public Utilities prior to going to market.

The decision was made not to establish a sinking fund for the Series AE debentures

in 2006, nor has one been established since that time.

With respect to the use of sinking funds going forward, Hydro will continue to
consult with its capital markets advisors giving consideration to prevailing market
conditions, Hydro’s financial position, Hydro’s long-term forecast, the proposed

term of the new issue and the current maturity profile of existing debt.

! See response to IC-NLH-38



