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2r Comment: Newfoundland Power Ine.

Moody's comments on Newfoundland Power's revised general rate application.

Newfoundland Power Inc. (NPI) fied a revised general rate application {revised GRA) on October 11, 2007,
Moody's Investars Service balleves that, if approved by ihe Newfoundland and Labrador Board of Public
Commissioners (PUB), the revisad GRA wilt not, In and of lisslf, result in a change In sither the rating or ouilook

of NPI. Moody's currently rates NPI's senior secured debl Baai and has a siable outiook on the company's
ratings.

The revised (GRA Is the product of a negetlalion between NPI and the Consumer Advocate with the assistance of
a PUB-appoaintad facilitator, The revised GRA seeks an average rate Increase of 2,6% effective January 2008,
down from the 5.3% averaga rate Increase requested In NPI's May 2007 general rate application, it Is Moody's
understanding that tha lower average rate increase Implied by the revised GRA primarily reflects the impact of tha
B.95% return on equity {ROE) versus the 10.25% AOE raquested In NPI's May 2007 application and the daclslon

to delay NPI's application to adopt an accrual accounting approach to Cther Post-Employment Beneflts (OFEBs)
for rate-making purposes.

If approved, the revised GRA is expected to resuitin NPl achieving CFO pre-W/C Interest coverage and CGFO pre-
WG [ debt of approximately 2.9x and 14.9% respestivaly In 2008 con the assumption that NP| achlevas s allowed
ROE. Moody's notes that hislorically, NP1 has bean abie to achlave retumns in excess of lts allowed ROE under
the regulatary construct that parmits 2 retum on ratebase within a band of plus or minus approximately 18 basis
points of its allowed return on ratebase. To the extsnt that NP! continues to earn more than its allowad ROE In
2008, Moody's belleves that NP! could achlave GFO pre-W/C Interest coverage and CFO pre-W/C { debt of in
excess of 3.0x and 18% respectively. In the context of NPT's relatively low business risk proflle and the suppodive
ragulatoty environment in which it operates, Moody's bellevas that the credlt metrics impiled by the revised GRA
“-ontinue to support NPI's Baal senlor secured rating.

foundiznd Power Inc, s a cost of service regulated eleciric ulility headguanerad In St. John's, Newfoundiand,
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securfties. NO WARRANTY, EXRPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY DR
FITNESS FOR ANY PARTICULAR PURTOSE OF ANY SUCH RATING OR OTHER OPINIOW OR INFORMATIOM 15 GIVEN OR MADE BY
MDODY'S 1IN ANY FORM OR MANNER WHATSDEVER. £ach rating ar othar ppinfon must be welghed solgly as one Eactor in any
investment deciston made by or on behalf of any user of the infarmation contained hereln, and each such user must accordingly

- make s own study and evaluation of cach security and of each Issuer and guarantor of, and cach provider of cragit support for,
ach security that it may consider purchasing, helding or seliing.

‘BY'S heraby discinsas that most Issuers of debt securities {Including carpovats and municigal bonds, debentures, notes and

.mercial papzr) and preferred stock rated by MOOPY'S have, prior to assignment of any rallng, agread to pay to MRODY'S for
-ppralsat and rating services rendered by it fees ranting from $1,500 to approximately $3,400,000. Moody's Corporation (MCO)
and itz whaliy-ownad credit rating agency subsidlary, Mopdy's Investors Service (MIE), alse maintaln pollcies and procadures to
address the independence of MIS's rabngs and rating processes, nformation regarding centain affiltations that may exist
hetween directors of MCO and rated entities, and between entlties who hald ratings from MIS and have also publicly reported to
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the SEC an ownership interesk in MCO of more than 5%, is posted annually on Moody's wabsite at www,moodys.cam under tlie
heading *Sharshalder Relations - Corporate Governance - Director and Sharzholder Affliiatlan Policy.”
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