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Requests for Information  NP 2008 GRA 

Newfoundland Power Inc. – 2008 General Rate Application Page 1 of 1 

Q. Please provide copies of all correspondence, presentations and all other materials 1 
that NP provided to credit and equity analysts over the last two years. 2 

 3 
A. Attachment A contains copies of all correspondence, presentations and other materials 4 

which were provided to Moody’s Investors Service over the last two years. 5 
 6 
 Attachment B contains copies of all correspondence, presentations and other materials 7 

which were provided to DBRS over the last two years. 8 
 9 
 Attachment C contains copies of all correspondence and materials provided to Moody’s 10 

Investors Service and DBRS pertaining to the 2007 Bond Issue. 11 
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Attachment A 

Requests for Information   NP 2008 GRA 

Newfoundland Power - 2008 General Rate Application  

Copies of all Correspondence, Presentations and Other Materials which were 
Provided to Moody’s Investors Service Over the Last Two Years 



Moody’s Investors Service
December 1, 2006

Moody’s Investors Service
December 1, 2006
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This document contains confidential information that is proprietary to 
Newfoundland Power Inc.  This information is provided for the sole purpose of 
assisting the recipient’s evaluation and grading of the credit rating of 
Newfoundland Power.  In consideration of receipt of this document, the 
recipient agrees to maintain such information in confidence, and to not 
reproduce or otherwise disclose this information to any person outside the 
group directly responsible for the evaluation of its contents.

In consideration of receipt of this document, the recipient specifically agrees to 
use the information only in relation to Newfoundland Power for the purpose 
stated herein and for no other purpose.

Copyright

© 2006, Newfoundland Power Inc.  All rights reserved. 

This document contains confidential information that is proprietary to 
Newfoundland Power Inc.  This information is provided for the sole purpose of 
assisting the recipient’s evaluation and grading of the credit rating of 
Newfoundland Power.  In consideration of receipt of this document, the 
recipient agrees to maintain such information in confidence, and to not 
reproduce or otherwise disclose this information to any person outside the 
group directly responsible for the evaluation of its contents.

In consideration of receipt of this document, the recipient specifically agrees to 
use the information only in relation to Newfoundland Power for the purpose 
stated herein and for no other purpose.

Copyright

© 2006, Newfoundland Power Inc.  All rights reserved. 

Confidentiality Notice
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Agenda

Company Overview
Newfoundland Economy
Operational Performance 
Regulation
Financial Highlights 
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Company Overview

Primarily electricity distribution and transmission utility 
– regulated assets
Transparent, cost-of-service regulatory environment
Principled Regulator
Stable earnings
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Company Overview
Serves over 228,000 
customers - 85% of all 
customers on the Island

NL Hydro main supplier of 
electricity
Rate Base of $750 million
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Customers & Electricity Sales
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Residential
90% of new home 
construction installed 
electric heat in 2006

Commercial
85% of electricity sales are 
to customers in the service 
sector of the economy 

Forecast modest growth
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Electricity Supply
Island Supply

NL Hydro
70% low cost hydraulic

NP Supply
92% purchased from NL 
Hydro 
Commodity price 
Reserves
Forecast risk
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Newfoundland Economy

Service sector GDP forecast to grow 2.5% in 2007 
No major oil construction projects anticipated
Mature market
Company forecasts modest sales growth in 2007 (0.3%)



9

Operational Performance

Reliability – outage hours per customer
Safety – injury frequency rate
Operating Cost per Customer
Electricity Rates
Customer Satisfaction Rating

Strong operating performance measured by:
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Reliability
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Capital Expenditures ($millions)
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Focus of capital program is on improving system reliability, reducing 
long-term operating and maintenance costs, and responding to 
customer needs.
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Safety – Injury Frequency Rate 
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Operating Cost per Customer ($) 
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Comparative Electricity Costs ($)
Rates as of November 1, 2006 with Usage of 1,276 kWh/month
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Charlottetown, PEI

Fredericton, NB

St. John's, NL
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Customer Satisfaction Rating (%) 
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Regulatory Agenda

NL Hydro GRA 
2007 Amortization and Deferred Charges Application
NP GRA in 2007 to set rates for 2008
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Regulation

Traditional Cost of Service
2007 ROE of 8.60% with 
45% Equity

Purchased 
Power, 

61%

Amortization, 8%

Income Taxes, 
3%

Earnings, 7%

Operating 
Expenses, 13%

Interest, 8%
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Regulation

Creditworthiness is a legislated requirement
Relationship of ROE, capital structure and interest 
coverage clearly recognized by PUB
Operational and financial independence
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Financial Highlights

Strong Balance Sheet
Cost Recovery 
Stable Earnings
Short-term Decline in Cash Flow Metric
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Financial Highlights ($millions)
2007 & 2008 Forecast based on current allowed ROE of 8.60%
$75M debt issue in 2007
2008 revenue shortfall assumed in customer rates
Approximately $50-55M per year in capital expenditures

   2004     2005  2006F   2007F   2008P*
Capital Assets 1,050.9   1,085.1   1,170.0   1,217.4   1,255.6   
Long-term Debt 328.6      384.3      380.1      419.3      414.7      
Capital Expenditures 57.8        53.0        56.7        61.4        52.2        
Earnings 31.1        30.7        30.2        28.6        29.9        
FFO 57.1        57.4        55.1        54.2        68.9        
* Does not consider all issues to be addressed in 2007 GRA.
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Capital Structure
Conservative capital structure with 45% equity
Dividend policy based on capital structure
- reduced to $18.2M in 2006 and $9.1M in 2007
Long-term debt fully secured
Bond issue expected late in 2007



22

Short-term Credit Facilities
$100 million committed revolving term credit facility

Matures January 20, 2009
Limitation on affiliate transactions
Prohibition on affiliate loans / guarantees
Limitation on dividends

$20 million demand facility
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Regulated Returns
Rate-setting Earned Difference

ROE (%) ROE (%) (%)

2006F 9.24 9.44 0.20
2005 9.24 9.60 0.36
2004 9.75 10.12 0.37
2003 9.75 10.22 0.47
2002 9.05 10.65 1.60
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Financial Ratios
FFO to Debt target: 15% to 20%
FFO Interest Coverage target:  2.5x to 4.0x
Equity component maintained at approximately 45%
Achieving FFO to Debt and FFO Interest Coverage targets in 2006 & 2007 
impacted by accounting accruals.
2007 GRA to address improving cash flow metrics.

2004 2005 2006F 2007F 2008P
FFO/Debt (%) 14.4           14.2           12.8           12.0           15.1           
FFO Interest Coverage (x) 2.8             2.7             2.6             2.6             3.0             
Debt/Capital (%) 55.8           55.6           55.9           56.1           55.9           
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Summary

History of Strong Operational & Financial Performance
Independence from Parent & Affiliates
Stable Regulatory Environment
Mature Market with Limited Competition
Short-term Pressure on Credit Metrics



Moody’s Investors Service
December 1, 2006

Moody’s Investors Service
December 1, 2006
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Appendices

Income Statements
Balance Sheets
Cash Flow Statements
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Income Statements ($millions)

2004 2005 2006 2007 2008
Actual Actual Forecast Forecast Forecast

Revenues 404.5 420.0 421.7 420.6 435.3
Operating Costs 295.8 309.8 311.3 310.8 312.0
EBITDA 108.7 110.2 110.4 109.8 123.3
Amortization 31.0 32.1 33.2 34.5 41.3
EBIT  77.7 78.1 77.2 75.3 82.0
Interest & Preferred Dividends 31.0 32.0 32.9 33.3 32.8
Income Taxes 15.6 15.4 14.1 13.4 19.3
Earnings 31.1 30.7 30.2 28.6 29.9
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Balance Sheets ($millions)

2004 2005 2006 2007 2008
Actual Actual Forecast Forecast Forecast

Current Assets 75.5 74.4 74.4 74.8 76.7
Deferred & Other Charges 91.0 90.1 95.3 102.6 105.4
Regulatory Assets 28.7 34.1 46.4 56.9 61.8
Property, Plant & Equipment 630.1 651.5 668.5 690.1 700.8

825.3 850.1 884.6 924.4 944.7

Current Liabilities 128.8 74.5 66.7 63.7 68.0
Long Term Debt 324.9 391.1 417.8 438.9 442.6
Future Income Taxes 1.5 1.4 - - 0.3
Regulatory & Other Liabilities 44.3 49.7 54.7 57.0 62.2
Shareholders' Equity 325.8 333.4 345.4 364.8 371.6

825.3 850.1 884.6 924.4 944.7
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Cash Flow Statements ($millions)

2004 2005 2006 2007 2008
Actual Actual Forecast Forecast Forecast

Cash From Operations 60.8 67.9 48.7 51.0 72.0
Cash From (Used in) Financing 1.1 (13.3) 9.5 13.2 (18.5)
Cash Used in Investing (60.1) (55.8) (57.5) (64.2) (53.5)
Change in Cash 1.8 (1.2) 0.7 - -
Cash, Beginning of Year (1.3) 0.5 (0.7)
Cash, End of Year 0.5 (0.7) - - -

- -



Perw. Jocelvn 

To: 
Subject: 

allan.mclean@moodys.com 
Privileged & Confidential 

Attachments: Financial Statements.xls; Assumptions.doc 

As discussed this morning, please find attached a draft 5 year forecast. Again, the 2008 to 2010 are not based on specifics 
for the GRA we expect file in 2007. This is still under review. If you have any questions, please call me. a 

Financial Assumptions.doc 
tatementsxls (114 . (31 KB) 

Thanks 

Jocelyn 



Newfoundland Power 
Forecast Assumptions 
Privileged d Confidential 

Regulated Returns 
No change in customer rates assumed at January 1,2007 as a result of the 
automatic adjustment formula. This also assumes approval of the 
proposals made in the 2007 Amortization and Cost Deferrals Application 
(the "2007 Application"). 

Energy Forecasts 
Energy forecasts are based on economic indicators taken from the 
Conference Board of Canada forecast and energy sales are forecast to 
increase by 0.5% in 2007 over 2006. 

Regulation 
The 2007 Application, filed in September 2006, includes proposals which, if 
approved by the Newfoundland and Labrador Board of Public Utilities 
(the "PUB") will: 

1 .  Provide approval to amortize $2,714,000 of the 2005 Unbilled 
Revenue to offset income tax obligations in 2007 resulting from the 
2005 Income Tax Agreement with the Canada Revenue Agency 
("CRA") ; 

2. Defer recovery of $5,793,000 in other costs for regulatory purposes 
to offset a similar amount related to the conclusion of the 
amortization true-up in 2005; and, 

3. Defer recovery of $1,795,000 ($Il l  47,000 on an after-tax basis) of 
replacement energy costs related to lost production associated 
with the Rattling Brook refurbishment project. 

The Company expects to file a general rate application in 2007 to address 
cost recovery and returns for 2008. 

Forecasts for 2008 through 2010 have been prepared on the basis of 
earning a regulated rate of return on equity of 9.24%. This is the return on 
equity currently approved for rate making purposes. The forecasts for 
2008 through 201 0 include a 3.1%, 2.5% and 2.7%, respectively, increase in 
revenue required from customer rates. 

Purchased Power 
Demand and energy wholesale purchased power rates used to forecast 
purchased power expense are based on rates charged by 
r,ie-qfoui7diand and Lahiador Hiiio i"Hi;io") as indicated based on 



Order P.U. 44 (2004). Purchased power rates are subject to change as 
they are under review as part of Hydro's general rate application 
currently before the PUB. 

The amortization of the Hydro Equalization Reserve balance of $5.6 million, 
which began January 1,2003, expires December 31,2007. 

The 2007 forecast purchased power costs assumes deferred recovery of 
38.2 GWh related to replacement energy costs associated with the 
Rattling Brook refurbishment project. This proposal is currently before the 
Board as a part of the 2007 Application. 

Operating Expenses 
Retirement allowances related to the 2005 Early Retirement Program are 
being amortized on an after-tax basis over a 24-month period from April 1, 
2005 to March 31,2007 as approved in Order P.U. 49 (2004). 

Labour expenses are forecast to increase over the period from 2007 
through 201 1 at an average rate of 3.0%. 

Non-labour operating expenses are forecast to increase over the period 
from 2007 through 201 1 at the same rate as inflation (approximately 1.5% 
annually). Where available, more specific information is considered in the 
determination of non-labour operating expenses. 

Pensigns 
Pension costs related to the 2005 Early Retirement Program are being 
amortized over a 10-year period from 2005 to 2014 as approved in Order 
P. U . 49 (2004). 

Pension funding is based on the actuarial valuation as of December 31, 
2005 and a PUB-approved schedule of funding payments of $1 0.6 million. 

Pension expense discount rate is assumed to be 5.5% over the forecast 
period 2007 through 201 1 . 

Amortization of Capital Asset Rates 
Rates used to amortize capital assets are those recommended in the 2002 
Depreciation Study Update dated September 5,2002. 

Shorf-term Inferesf Rafes 
Average short-term interest rates are assumed to be 5.0% over the 
forecast period 2007 through 201 1. 



Long-term Debt 
In December 2007, it is expected that a $75 million long-term debt issue 
will be undertaken to finance the redemption of Series AC first mortgage 
sinking fund bonds and outstanding short-term debt. The new issue is 
forecast for a 30-year term at a coupon rate of 6.25%. Debt repayments 
will be in accordance with the normal sinking fund provisions for current 
outstanding debt. 

Dividen ds 
Dividends on common and preference shares are estimated based on 
the number of shares outstanding at the time of forecast preparation. 

Common dividend payouts are forecast based on maintaining a target 
common equity component of 45%. Dividends are reduced in 2006 and 
2007, increasing in 2008 through 201 1 to maintain a common equity ratio 
close to the allowed maximum of 45%. 

Incame Tax 
The corporate statutory income tax rate, including federal surtax, is 
assumed to be 36.12% in 2007. Elimination of the federal surtax, effective 
January 1, 2008, has been reflected in the effective tax rate for 2008 
through 201 1. 

The corporate statutory income tax rates are assumed to be 34.5% in 2008, 
34.0% in 2009 and 33.0% thereafter. 

In June 2005, the Company settled a long-standing tax dispute with the 
CRA related to revenue recognition. The impact of the tax settlement has 
been included in the forecast. 



Five Year Forecast 
Page 1 of 7 

9/29/2006 

Newfoundland Power Inc. 

Pro Forma Financial Statements 
Statements of Income 

(000s) 

2005 
Actual 2006 2007 2008 - - 2009 - 2010 

Revenue from Rates 407,597 $ 408,067 $ 410,177 $ 428,626 $ 431,597 $ 438,810 
Regulatory Amortizations 3,086 2,714 

407,597 411,153 412,891 428,626 43 1,597 438,810 

Purchased Power Expense 
Regulatory Amortizations 

Contribution 

Other Revenue 

Other Expenses: 
Operating Expenses 
Pension and Early Retirement Costs 
Cost Recovery Deferral 
Depreciation Expense 
Finance Charges 

Income before Income Taxes 
Income Taxes 

Net Income 
Preferred Dividends 

Earnings Applicable to Common Shares 30,729 $ 30,177 $ 30,182 $ 32,442 $ 33,142 $ 33,699 



Five Year Forecast 
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1 Balance at Beginning of the Year 
2 Net Income for the Year 
3 
4 Dividends 
5 Preference Shares 
t5 Common Shares 
:7 
13 
5 Balance at End of the Year 

Newfoundland Power Inc. 

Pro Forma Financial Statements 
Statements of Retained Earnings 

(000s) 

2005 
Actual - 2006 2007 2008 2009 - - 2010 - 



Five Year Forecast 
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Newfoundland Power Inc. 

Pro Forma Financial Statements 
Balance Sheets 

(000s) 

2005 
Actual - 2006 - 2007 2008 - - 2009 - 2010 i Assets 

! Capital Assets 
Property, Plant and Equipment 

C Less: Accumulated Amortization 
5 Less: CIAC (net) 
1 

1 Current Assets 
Accounts Receivable 

) Materials and Supplies 
0 Prepaid Expenses 
1 Regulatory Assets 
2 
3 
4 Deferred and Other Charges 
5 Regulatory Assets 
6 
7 
8 
9 Shareholders' Equity and Liabilities 

!O Shareholders' Equity 
!1 Common Shares 
!2 Retained Earnings 
!3 Common Shareholder's Equity 
!4 Preference Shares 
!5 
!6 Current Liabilities 
!7 Bank Indebtedness 
!8 Short-term Borrowings 
!9 Accounts Payable and Accrued Charges 
10 Current Portion of Long-term Debt 
1 1 Regulatory Liability 
i2 
; 3 
i4 Future Income Taxes 
15 Long-term Debt 
i6 Other Liabilities 
17 Regulatory Liability 
18 



Five Year Forecast 
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Newfoundland Power Inc. 

Pro Formn Financial Statements 
Statements of Cash Flows 

(000s) 

2005 
Actual 

Cash From (Used In) Operations 
Net Income $ 31,317 $ 30,766 $ 30,771 $ 33,031 $ 33,731 $ 34,288 
Items Not Affecting Cash: 
Amortization of Capital Assets 32,143 39,013 40,327 41,275 42,296 43,424 
Amortization of Deferred Charges 353 3 10 3 16 313 23 0 23 0 
Amortization of Regulatory Assets 1,812 (3,764) (1,453) 
Future Income Taxes (126) (1,375) 288 (70) (98) 
Regulatory Deferrals (1,683) (4,450) (6,940) 
Accrued Employee Future Benefits (5,8 14) (4,798) (6,642) (2,872) (2,483) (3,372) 
Changes in Non-cash Working Capital 9,848 (6,984) (4,008) 2,371 650 1,522 --- -- 

67,850 48,7 18 52,37 1 74,406 74,354 75,994 - ---- 
Cash From (Used In) External Financing 
Net proceeds from Long-term Debt 60,000 - ' 75,000 
Repayment of Long-term Debt (4,250) (4,250) (35,720) (4,600) (4,600) (4,600) 
Redemption of Preference Shares (7) (20) 
Short-term Borrowings (47,069) 30,957 (19,256) 5,865 12,283 9 3 7  1 
Contributions & Security Deposits 1,749 1,63 1 , 1,500 1,500 1,500 1,500 

10,423 28,3 18 21,524 2,765 9,183 6,47 1 

Cash Froin (Used In) Investing 
Net Capital Expenditures 
Long Terin Portion of Finance Programs 
Other Deferred Charges 

Dividends 
Preference Shares 
Common Shares 

Increase in Cash 
Cash (Bank Indebtedness), Beginning of Year 
Cash (Bank Indebtedness), End of Year 
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Newfoundland Power Inc. 

Pro Forma Average Rate Base 
(000s) 

Plant Investment 

Deduct: 
Accumulated Depreciation 

2005 
Actual 2006 - 2007 - 2008 - 2009 - 2010 

Contributions in Aid of Construction 21,192 21,403 21,611 21,725 21,891 22,02 1 

Future Income Taxes 1,375 288 218 120 

Weather Normalization Reserve (10,100) (1 1,3 14) (10,189) (10,189) --- (10,189) (10,189) 
- 489,404 51 1,736 538,842 566,772 592,794 620,582 

659,217 677,520 697,805 708,606 720,501 730,346 
Add - Contributions Country Homes 580- - 575. - 575 575 575 575 

Balance - Current Year 659,797 678,095 698,380 709,181 721,076 730,921 

Balance - Previous Year 639,297 . 659,797 678,095_ 698,380 709,18 1 ---- - 721,076 

Average 649,547 668,946 688,238 703,780 715,128 725,998 

Cash Working Capital Allowance (@ 1.7%) 5,514 5,538 5,529 5,633 5,659 5,757 

Materials and Supplies 4,322 4,578 4,902 4,902 4,902 4,902 

Average Deferred Charges 86,063 94,530 106,839 115,289 117,936 120,894 

Average 2005 Unbilled Revenue (21,941) (18,893) (17,536) ' (17,536) (17,536) 
.... ,. 

Average Rate Base $ 745,446 $ 751,651 $ 786,615 $ 812,068' $ 826,089 $ 840,015 
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Newfoundland Power Inc. 

Average Capital Structure 
Debt 
Preferred Equity 
Common Equity 
Total 

Cost of Capital 
De:bt 
Preferred Equity 
Co,mmon Equity 
Total (Before Tax) 

Pro Forma Average Invested Capital 
(000s) 

2005 
Actual 2006 -- 2007 2008 2009 2010 

$ 391,394 $ 409,088 $ 432,067 $ 442,711 $ 447,185 $ 453,512 
9,414 9,400 9,390 9,390 9,390 9,390 

320,166 329,940 - .-- 346,533 ---- 36 1,746 - 369,357 375,53 1 
$ 720,974 $ 748,428 $ 787,990 $ 813,847 $ 825,932 - ----- &-- 

$ 838,433 

8.07% 7.98% 7.66% 7.34% 7.33% 7.2 1 % 
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Newfoundland Power Inc. 

Pro Forma Return on Rate Base 
(000s) 

2005 
Actual 2006 - 2007 - 2008 

Regulated Earnings 
Net Income $ 31,317 $ 30,766 $ 30,771 $ 33,031 
Non-regulated Expenses (after-tax) 915 975 975 983 
Regulated Earnings 32,232 3 1,741 3 1,746 34,014 

Interest Costs 
Interest om Long-term 31,046 , 32,7 17 32,588 32,930 
0 ther Interest , 1,535 952 1,556 629 
Amortization of Debt Issue Expenses 201 ' 193 195 193 
Amortization of Share Issue Expenses 64 62 62 62 
Interest Charged To Construction (3 19) (3 74) (4 16) (346) 
Interest Earned (1,158) ~ (1,180) (1 ,2 10) ---- --- (1,220) 

31;369 ' 32,370 32,775 32,248 

Total Rleturn on Rate Base 63,601 64,111 64,521 --- 66,262 

Average Rate Base 745,446 751,651 786,6 15 812,068 

Rate of Return on Rate Base 8.53% 8.53% 8.20% 8.16% 



Meyers, Robert 

From: 
:ent: 
To: 
Cc: 
Subject: 

Meyers, Robert 
Tuesday, December 05,2006 438  PM 
allan.mclean@moodys.com 
Grant.Headrick@moodys.com; Perry, Jocelyn 
Follow-up items from Friday's Meeting 

Attachments: 2005 07 20, 2nd Supplementary Report on the Stand-Alone Credit of Newfoundland 
Power.pdf; 2004 06 30, Report on Stand Alone Credit.pdf; 2005 04 15, Supplementary Stand 
Alone Credit Report.pdf; 2006 09 13, Application.pdf; 2006 09 13, Part 4.pdf; 2006 09 13, 
Company Evidence Cover Page.pdf; 2006 09 13, Part 1 .pdf; 2006 09 13, Part 2.pdf; 2006 09 
13, Part 3.pdf; Exhibit NP-3.pdf; Exhibit NP-1 . pdf; Exhibit NP-2.pdf; PU 39(2006) 2007 Acctg 
Application, pdf 

Thanks for meeting with Jocelyn and I on Friday, and providing us an opportunity to update you as to Newfoundland 
Power's operations and current financial position. 

As you requested, I've attached copies of the three reports which Newfoundland Power filed with the PUB in 2004 and 
2005 related to its stand-alone status. 

I've also attached a copy of our 2007 Amortization and Cost Deferrals Application and the Board's Order (P.U. 39 (2006)) 
with respect to the application which we received today. 

2005 07 20,2nd 2004 06 30, Report 2005 04 15, 
Supplementary ... on Stand AI ... upplementary Stan, 

2006 09 13, 2006 09 13, Part 2006 09 13, 2006 09 13, Part 2006 09 13, Part 2006 09 13, Part Exhibit NP-3.pdf 
Application.pdf (1 ... 4.pdf (19 KB) ... ~mpany Evidence C. l.pdf (27 KB) ... 2.pdf (54 KB) ... 3.pdf (20 KB) ... (16 KB) 

Exhibit NP-1.pdf Exhibit NP-2.pdf 
(15 KB) (18 KB) 

PU 39(2006) 2007 
Acctg Applica.. . 

If you have any further questions, or require any additicrna! infomatinn, p!ease !et me kngw. 

'hanks again. 

Regards 



From: 
lent: 

r0: 
Subject: 

Meyers, Robert 
Monday, February 19, 2007 1038 AM 
Grant. Headrick@moodys.com 
Credit Facility Approval 

Attachments: PU4-2006.pdf 

Hi Grant.. . . .. . . . . . . . Further to our conversation, attached is a copy of the PUB Order approving the 3-year credit facility with 
a maturity date of January 2009. 

Look forward to hearing from you later in the week. 

Regards 

Bob Meyers 
Treasurer 
Newfoundland Power Inc. 
Phone #: (709) 73 7-5 740 
Cell #: (709) 728-4850 
E-mail: bmeyers@newfoundZandpower. cum 



Meyers, Robert 

From: Meyers, Robert 

Sent: Wednesday, July 25, 2007 4:42 PM 

To: 'McLean, Allan' 

Cc: Kitnikone, Yean (Kit); Perry, Jocelyn 

Subject: RE: Moody's Rating Letter 

I wanted to let you know the current possibilities in terms of the due diligence and pricing of our 
debt issue. 

There are two possible timelines. 

The first tentative schedule looks like this: 
Due Diligence - August 7th 
Investor Presentation - August 8th 
Pricing - August 9th 
Closing - August 14th. 

The second possibility looks like this: 
Due Diligence - August I st 
l nvestor Presentation (if required) - August 2nd 
Pricing - August 2nd 
Closing - August 8th. 

I wanted to let you know this as we may be looking for your ratings confirmation letter next 
week. Let me know if this would be an issue for you. 

I will confirm the exact timing as soon as I know for sure. 

Regards 
Bob 

From: McLean, Allan [mailto: Allan .McLean@moodys.com] 
Sent: Friday, July 13, 2007 1 l : l O  AM 
To: Perry, Jocelyn; Meyers, Robert 
Cc: Kitnikone, Yean (Kit) 
Subject: Moody's Rating Letter 

Attacheci are Kit's contact edetaiis. 

I'II be in the office until Friday, August 3rd. I'II coordinate with Kit to have a ratings letter ready to go. 



When you decide on an issue date, please let us know the date together with the amount, maturity, coupon and 
use of proceeds (if other than refinancing of short-term debt and general corporate purposes) so that we can 
incorporate those details into the letter. Also please let us know the date on which the due diligence session is 
scheduled to occur. Kit or I will contact you the day before the due diligence session to enquire whether there 
have been any fundamental changes in the company's position. Provided the answer is no, we'll then release the 
ratings letter to you in time for the due diligence session. 

We look forward to receiving copies of your recent financial forecasts (fully loaded and sensitivities) as well as the 
GRA filing and the 2008 Capital Budget filing. 

Thanks in advance. 

Regards, 

Allan McLean 
Vice PresidentISenior Analyst 
Corporate Finance Group 
Moody's Investors Service 
70 York Street 
Suite 1400 
Toronto, Ontario 
M5J IS9 
T: 1-41 6-214-3852 F: 1-21 2-298-6506 C: 1-647-200-7449 

-----Original Message----- 
From: Meyers, Robert [mailto: bmeyers@newfou ndland power.com] 
Sent: Tuesday, July 10, 2007 9:25 AM 
To: McLean, Allan 
Subject: RE: Credit rating confirmation 

Jocelyn won't be available until later in the week. How does Friday at say 9 o'clock your time 
sound (1 0:30 Nfld time). 

Regards 
Bob 
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From: McLean, Allan [mailto:Allan.McLean@moodys.com] 
Sent: Friday, July 06, 2007 12:14 PM 
To: Meyers, Robert 
Cc: Kitnikone, Yean (Kit) 
Subject: RE: 

Bob: 



We appreciate an opportunity to have a brief discussion with you and Jocelyn to discuss the Q2 results, progress 
on the regulatory front and any new developments of which we should be aware. Don't expect we'll need more 
than say half an hour or an hour. 

Assuming there is no change in our view of NPl's credit, nothing else would be required. 

If you let us know when the due diligence session is scheduled to take place, we'll provide you with a rating letter 
on that day. Sample copy of our standard rating letter is attached for your reference. 

Regards, 

Allan McLean 
Vice PresidentISenior Analyst 
Corporate Finance Group 
Moody's Investors Service 
70 York Street 
Suite 1400 
Toronto, Ontario 
M5J IS9 
T: 1-416-214-3852 F: 1-21 2-298-6506 C: 1-647-200-7449 

-----Original Message----- 
From: Meyers, Robert [mailto:bmeyers@newfoundlandpower.com] 
Sent: Friday, July 06, 2007 10:24 AM 
To: McLean, Allan 
Cc: Headrick, Grant 
Subject: 

Hi Allan ... .. . .. . .. . Hope all is well. 

We are currently planning to issue additional first mortgage sinking fund bonds within the 
next 4-6 weeks. The amount of the issue will be between $60 - $75M (as reflected in the 
last forecast information we provided to you). What will you need from us in order to 
confirm the rating. 

Drop me a note or give me a call at your convenience. 

Thanks  
Bob 

Bob Meyers 
Treasurer 
Newfoundland Power Inca 
Phone #: (709) 73 7-5740 
Cell #: (709) 728-4850 
Fax #: (709) 73 7-29 74 
17_-m;l- h - a ~ ~ o r c ~ ~ o u ~ f ~ ~ ~ n d ~ n ~ d n ~ ~ t o ~ r . r f l r n  
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Meyers, Robert 
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From: Meyers, Robert 

Sent: Thursday, August 02, 2007 1 :21 PM 

To: 'McLean, Allan' 

Cc: Perry, Jocelyn; Kitni kone, Yean (Kit) 

Subject: RE: NPI financing 

Attachments: Confidential Offering Memorandum -2007 draft 25 July.doc; NP Investor Term Sheetdoc 

The due diligence session is scheduled for Tuesday morning. We will be deciding then 
whether to proceed with pricing on Wednesday or Thursday, or to wait a week or so given 
market tone. 

I've attached a copy of the investor term sheet as well as the draft Offering Memorandum that 
was approved by our Board of Directors. We are proceeding on the basis that the OM will not 
be required, but we have it ready in case we need it (subject to obtaining the required comfort 
letters from our external auditors). 

Would it be possible to obtain your ratings confirmation on Monday or Tuesday? 

Regards 
Bob 

From: McLean, Allan [mailto:Allan.McLean@moodys.com] 
Sent: Wednesday, August 01, 2007 2:38 PM 
To: Meyers, Robert 
Cc: Perry, Jocelyn; Kitni kone, Yean (Kit) 
Subject: NPI financing 

Bob: 

Any update on the likelihood and timing of a possible deal? 

Do you have a term sheet or confidential offering memorandum that you could share with us? 

Thanks in advance. 

Regards, 

Allan McLean 
Vice PresidentISenior Analyst 
Moody's Investors Service 
BUS: 416-214-3852 
Cell: 647-200-7449. .......................... 
Sent £rom my BlackBerry Wireless Handheld 



The information contained in this e-mail message, and any attachment thereto, is confidential and 
may not be disclosed without our express permission. If you are not the intended recipient or an 
employee or agent responsible for delivering this message to the intended recipient, you are 
hereby notified that you have received this message in error and that any review, dissemination, 
distribution or copying of this message, or any attachment thereto, in whole or in part, is strictly 
prohibited. If you have received this message in error, please immediately notify us by telephone, 
fax or e-mail and delete the message and all of its attachments. Thank you. Every effort is made to 
keep our network free from viruses. You should, however, review this e-mail message, as well as 
any attachment thereto, for viruses. We take no responsibility and have no liability for any 
computer virus which may be transferred via this e-mail message. 



rage r or 3 

Meyers, Robert 

From: Meyers, Robert 

Sent: Friday, August 10, 2007 4:52 PM 

To: 'Kitnikone, Yean (Kit)'; McLean, Allan 

Subject: RE: NPI Ratings Confirmation Letter 

Attachments: NP Term Sheet August 10 2007 final.pdf; NP Media Release - Bond Issue-2007.pdf 

This is to let you know that we priced our bond issue today. A copy of the final term sheet and 
our press release are attached for your information. 

If you have any questions, please feel free to give me a call. 

Regards 
Bob 

From: Kitnikone, Yean (Kit) [mailto:Yean.Kitnikone@moodys,com] 
Sent: Tuesday, August 07, 2007 9:29 AM 
To: Meyers, Robert 
Cc: McLean, Allan; Perry, Jocelyn 
Subject: NPI Ratings Confirmation Letter 

Robert, 

Attached, please find a copy of the rating confirmation letter as per your request. 

Regards, 
Kit 

Yean (Kit) Kitnikone 
Utilities, Pipelilies and lnfrastrticture 

Corporate Finance Group 

Moody's Investors Service 

70 York Street, Suite 1400 1 Toronto. ON 1 P:+1.416.214.3632 1 E: yeati.kitnikoiie@r~ioodys,com 

-----Original Message----- 
From: Meyers, Robert [mailto: bmeyers@newfoundlandpower.com] 
Sent: Friday, August 03, 2007 9:05 AM 
To: McLean, Allan 
Ccr Perry, Jocelyn; Kltnikone; Year! (Kit) 
Subject: Re: NPI financing 

Thanks Allan 



Message 

Regards 
Bob 

----- Original Message ----- 
From: McLean, Allan <Allan.McLean@moodys.com> 
To: Meyers, Robert 
Cc: Perry, Jocelyn; Kitnikone, Yean (Kit) <Yean.Kitnikone@moodys.com> 
Sent: Thu Aug 02 13:27:35 2007 
Subject: RE: NPI fmancing 

Bob: 

We'll target to deliver our ratings letter to you first thing on Tuesday morning (Monday is a Holiday). 

Regards, 

Allan McLean 
Vice PresidentISenior Analyst 
Corporate Finance Group 
Moody's Investors Service 
70 York Street 
Suite 1400 
Toronto, Ontario 
M5J 1S9 
T: 1-416-214-3852 F: 1-212-298-6506 C: 1-647-200-7449 

-----Original Message----- 
From: Meyers, Robert [mailto:bmeyers~,newfo~1nd1andpower,con1] 
Sent: Thursday, August 02,2007 1 1 : 5 1 AM 
To: McLean, Allan 
Cc: Perry, Jocelyn; Kitnikone, Yean (Kit) 
Subject: RE: NPI fmancing 

Hi Allan 

The due diligence session is scheduled for Tuesday morning. We will be deciding then whether to proceed with pricing 
on Wednesday or Thursday, or to wait a week or so given market tone. 

I've attached a copy of the investor term sheet as well as the draft Offering Memorandum that was approved by our 
Board of Directors. We are proceeding on the basis that the OM will not be required, but we have it ready in case we need it 
(subject to obtaining the required comfort letters from our external auditors). 

Would it be possible to obtain your ratings confmation on Monday or Tuesday? 

Regards 
Bob 

From: McLean, Allan ~~nailto:Allan.NcLean@mood~s.coin] 
Sent: Wednesday, August 01,2007 2:38 PM 
To: Meyers, Robert 
Cc: Perry, Jocelyn; Kitnikone, Yean (Kit) 
Subject: NPI fmancing 

Bob: 



Message rages  or s 

Any update on the likelihood and timing of a possible deal? 

Do you have a term sheet or confidential offering memorandum that you could share with us? 

Thanks in advance. 

Regards, 

Allan McLean 
Vice PresidentISenior Analyst 
Moody's Investors Service 
BUS: 416-2 14-3852 
Cell: 647-200-7449. 
Sent fiom my BlackBerry Wireless Handheld 

The information contained in this e-mail message, and any attachment thereto, is confidential and may not be 
disclosed without our express permission. If you are not the intended recipient or an employee or agent responsible for 
delivering this message to the intended recipient, you are hereby notified that you have received this message in error and 
that any review, dissemination, distribution or copying of this message, or any attachment thereto, in whole or in part, is 
strictly prohibited. If you have received this message in error, please immediately notify us by telephone, fax or e-mail and 
delete the message and all of its attachments. Thank you. Every effort is made to keep our network fiee fiom viruses. You 
should, however, review this e-mail message, as well as any attachment thereto, for viruses. We take no responsibility and 
have no liability for any computer virus which may be transferred via this e-mail message. 

The information contained in this e-mail message, and any attachment thereto, is confidential and may not be disclosed 
without our express permission. If you are not the intended recipient or an employee or agent responsible for delivering this 
message to the intended recipient, you are hereby notified that you have received this message in error and that any review, 
dissemination, distribution or copying of this message, or any attachment thereto, in whole or in part, is strictly prohibited. If 
you have received this message in error, please immediately notify us by telephone, fax or e-mail and delete the message and 
all of its attachments. Thank you. Every effort is made to keep our network free fiom viruses. You should, however, review 
this e-mail message, as well as any attachment thereto, for viruses. We take no responsibility and have no liability for any 
computer virus which may be transferred via this e-mail message. 

The information contained in this e-mail message, and any attachment thereto, is confidential and 
may not be disclosed without our express permission. If you are not the intended recipient or an 
employee or agent responsible for delivering this message to the intended recipient, you are 
hereby notified that you have received this message in error and that any review, dissemination, 
distribution or copying of this message, or any attachment thereto, in whole or in part, is strictly 
prohibited. If you have received this message in error, please immediately notify us by telephone, 
fax or e-mail and delete the message and all of its attachments. Thank you. Every effort is made to 
keep our network free from viruses. You should, however, review this e-mail message, as well as 
any attachment thereto, for viruses. We take no responsibility and have no liability for any 
computer virus which may be transferred via this e-mail message. 



Message yage 1 or s 

Meyers, Robert 

From: Meyers, Robert 

Sent: Tuesday, August 14,2007 256 PM 

To: Yean.Kitnikone@moodys.com 

Cc: McLean, Allan 

Subject: FW: NPI Ratings Confirmation Letter 

Importance: High 

Attachments: NPI Rtg Ltr 2007 08 03.doc 

Hi Kit.. . .... .. .. ... Would it be possible to get a signed copy of the letter by tomorrow morning? 
We require it for closing on Friday. 

Thanks 
Bob 

From: Kitnikone, Yean (Kit) [mailto:Yean.Kitnikone@moodys.com] 
Sent: Tuesday, August 07, 2007 9:29 AM 
To: Meyers, Robert 
Cc: McLean, Allan; Perry, Jocelyn 
Subject: NPI Ratings Confirmation Letter 

Robert, 

Attached, please find a copy of the rating confirmation letter as per your request. 

Regards, 
Kit 

Yean (Kit) Kitnikone 
Utilities, Pipetitles and Infrastructure 

Corporate Finance Group 

Moody's Ir~vestors Service 

70 York Street, Suite 1400 1 Toror~to, ON j P:-t.'l.416.214.3632 1 E: yean.kitnikone@mooclys.com 

-----Original Message----- 
From: Meyers, Robert [mailto: bmeyers@newfoundlandpower.com] 
Sent: Friday, August 03, 2007 9:05 AM 
To: McLean, Allan 
Cc: Perry, Jocelyn; Kitnikone, Yean (Kit) 
Subject: Re: NPI financing 

Regards 
Bob 



----- Original Message ----- 
From: McLean, Allan <Allan.McLean@moodys.com> 
To: Meyers, Robert 
Cc: Perry, Jocelyn; Kitnikone, Yean (Kit) <Yean.Kitnikone@moodys.com> 
Sent: Thu Aug 02 13:27:35 2007 
Subject: RE: NPI financing 

Bob: 

We'll target to deliver our ratings letter to you first thing on Tuesday morning (Monday is a Holiday). 

Regards, 

Allan McLean 
Vice PresidentISenior Analyst 
Corporate Finance Group 
Moody's Investors Service 
70 York Street 
Suite 1400 
Toronto, Ontario 
M5J 1S9 
T: 1-416-2 14-3852 F: 1-2 12-298-6506 C: 1-647-200-7449 

-----Original Message----- 
From: Meyers, Robert [~nailto:bmeyers@newfoundlandpower.con~] 
Sent: Thursday, August 02,2007 1 1 :5 1 AM 
To: McLean, Allan 
Cc: Perry, Jocelyn; Kitnikone, Yean (Kit) 
Subject: RE: NPI financing 

Hi Allan 

The due diligence session is scheduled for Tuesday morning. We will be deciding then whether to proceed with pricing 
on Wednesday or Thursday, or to wait a week or so given market tone. 

I've attached a copy of the investor term sheet as well as the draft Offering Memorandum that was approved by our 
Board of Directors. We are proceeding on the basis that the OM will not be required, but we have it ready in case we need it 
(subject to obtaining the required comfort letters fiom our external auditors). 

Would it be possible to obtain your ratings conf ia t ion  on Monday or Tuesday? 

Regards 
Bob 

From: McLean, Allan [inailto:Allan.Mc'Lean@mood~s.com] 
Sent: Wednesday, August 01,2007 2:38 PM 
To: Meyers, Robert 
Cc: Perry, Jocelyn; Kitnikone, Yean (Kit) 
Subject: NPI financing 

Any update on the likelihood and timing of a possible deal? 



Message 

Do you have a term sheet or confidential offering memorandum that you could share with us? 

Thanks in advance. 

Regards, 

Allan McLean 
Vice PresidentISenior Analyst 
Moody's Investors Service 
Bus: 416-214-3852 
Cell: 647-200-7449. .......................... 
Sent fi-om my BlackBeny Wireless Handheld 

The information contained in this e-mail message, and any attachment thereto, is confidential and may not be 
disclosed without our express permission. If you are not the intended recipient or an employee or agent responsible for 
delivering this message to the intended recipient, you are hereby notified that you have received this message in error and 
that any review, dissemination, distribution or copying of this message, or any attachment thereto, in whole or in part, is 
strictly prohibited. If you have received this message in error, please immediately notify us by telephone, fax or e-mail and 
delete the message and all of its attachments. Thank you. Every effort is made to keep our network free from viruses. You 
should, however, review this e-mail message, as well as any attachment thereto, for viruses. We take no responsibility and 
have no liability for any computer virus which may be transferred via this e-mail message. 

The information contained in this e-mail message, and any attachment thereto, is confidential and may not be disclosed 
without ow express permission. If you are not the intended recipient or an employee or agent responsible for delivering this 
message to the intended recipient, you are hereby notified that you have received this message in error and that any review, 
dissemination, distribution or copying of this message, or any attachment thereto, in whole or in part, is strictly prohibited. If 
you have received this message in error, please immediately notify us by telephone, fax or e-mail and delete the message and 
all of its attachments. Thank you. Every effort is made to keep our network free from viruses. You should, however, review 
this e-mail message, as well as any attachment thereto, for viruses. We take no responsibility and have no liability for any 
computer virus which may be transferred via this e-mail message. 

The information contained in this e-mail message, and any attachment thereto, is confidential and 
may not be disclosed without our express permission. If you are not the intended recipient or an 
employee or agent responsible for delivering this message to the intended recipient, you are 
hereby notified that you have received this message in error and that any review, dissemination, 
distribution or copying of this message, or any attachment thereto, in whole or in part, is strictly 
prohibited. If you have received this message in error, please immediately notify us by telephone, 
fax or e-mail and delete the message and all of its attachments. Thank you. Every effort is made to 
keep our network free from viruses. You should, however, review this e-mail message, as well as 
any attachment thereto, for viruses. We take no responsibility and have no liability for any 
computer virus which may be transferred via this e-mail message. 
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Attachment B 

Requests for Information   NP 2008 GRA 

Newfoundland Power - 2008 General Rate Application  

Copies of all Correspondence, Presentations and Other Materials which were 
Provided to DBRS Over the Last Two Years 



Dominion Bond Rating Service Ltd.
December 1, 2006

Dominion Bond Rating Service Ltd.
December 1, 2006



2

This document contains confidential information that is proprietary to 
Newfoundland Power Inc.  This information is provided for the sole purpose of 
assisting the recipient’s evaluation and grading of the credit rating of 
Newfoundland Power.  In consideration of receipt of this document, the 
recipient agrees to maintain such information in confidence, and to not 
reproduce or otherwise disclose this information to any person outside the 
group directly responsible for the evaluation of its contents.

In consideration of receipt of this document, the recipient specifically agrees to 
use the information only in relation to Newfoundland Power for the purpose 
stated herein and for no other purpose.

Copyright

© 2006, Newfoundland Power Inc.  All rights reserved. 

This document contains confidential information that is proprietary to 
Newfoundland Power Inc.  This information is provided for the sole purpose of 
assisting the recipient’s evaluation and grading of the credit rating of 
Newfoundland Power.  In consideration of receipt of this document, the 
recipient agrees to maintain such information in confidence, and to not 
reproduce or otherwise disclose this information to any person outside the 
group directly responsible for the evaluation of its contents.

In consideration of receipt of this document, the recipient specifically agrees to 
use the information only in relation to Newfoundland Power for the purpose 
stated herein and for no other purpose.

Copyright

© 2006, Newfoundland Power Inc.  All rights reserved. 

Confidentiality Notice
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Agenda

Company Overview
Newfoundland Economy
Operational Performance 
Regulation
Financial Highlights 
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Company Overview

Primarily electricity distribution and transmission utility 
– regulated assets
Transparent, cost-of-service regulatory environment
Principled Regulator
Stable earnings
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Company Overview
Serves over 228,000 
customers - 85% of all 
customers on the Island

NL Hydro main supplier of 
electricity
Rate Base of $750 million
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Customers & Electricity Sales
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Customers Sales

Residential Commercial

Residential
90% of new home 
construction installed 
electric heat in 2006

Commercial
85% of electricity sales are 
to customers in the service 
sector of the economy 

Forecast modest growth
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Electricity Supply
Island Supply

NL Hydro
70% low cost hydraulic

NP Supply
92% purchased from NL 
Hydro 
Commodity price 
Reserves
Forecast risk
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Newfoundland Economy

Service sector GDP forecast to grow 2.5% in 2007 
No major oil construction projects anticipated
Mature market
Company forecasts modest sales growth in 2007 (0.3%)
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Operational Performance

Reliability – outage hours per customer
Safety – injury frequency rate
Operating Cost per Customer
Electricity Rates
Customer Satisfaction Rating

Strong operating performance measured by:
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Reliability
Outage Hours per Customer 
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Capital Expenditures ($millions)

58

53
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52
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2004 2005 2006F 2007F 2008F

Focus of capital program is on improving system reliability, reducing 
long-term operating and maintenance costs, and responding to 
customer needs.
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Safety – Injury Frequency Rate 
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Operating Cost per Customer ($) 
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Comparative Electricity Costs ($)
Rates as of November 1, 2006 with Usage of 1,276 kWh/month

140.09

134.51

127.56

Halifax, NS 

Charlottetown, PEI

Fredericton, NB

St. John's, NL

150.85
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Customer Satisfaction Rating (%) 
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Regulatory Agenda

NL Hydro GRA 
2007 Amortization and Deferred Charges Application
NP GRA in 2007 to set rates for 2008
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Regulation

Traditional Cost of Service
2007 ROE of 8.60% with 
45% Equity

Purchased 
Power, 

61%

Amortization, 8%

Income Taxes, 
3%

Earnings, 7%

Operating 
Expenses, 13%

Interest, 8%
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Regulation

Creditworthiness is a legislated requirement
Relationship of ROE, capital structure and interest 
coverage clearly recognized by PUB
Operational and financial independence
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Financial Highlights

Strong Balance Sheet
Cost Recovery 
Stable Earnings
Short-term Decline in Cash Flow Metric
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Financial Highlights ($millions)
2007 & 2008 Forecast based on current allowed ROE of 8.60%
$75M debt issue in 2007
2008 revenue shortfall assumed in customer rates
Approximately $50-55M per year in capital expenditures

   2004     2005  2006F   2007F   2008P*
Capital Assets 1,050.9   1,085.1   1,170.0   1,217.4   1,255.6   
Long-term Debt 328.6      384.3      380.1      419.3      414.7      
Capital Expenditures 57.8        53.0        56.7        61.4        52.2        
Earnings 31.1        30.7        30.2        28.6        29.9        
FFO 57.1        57.4        55.1        54.2        68.9        
* Does not consider all issues to be addressed in 2007 GRA.
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Capital Structure
Conservative capital structure with 45% equity
Dividend policy based on capital structure
- reduced to $18.2M in 2006 and $9.1M in 2007
Long-term debt fully secured
Bond issue expected late in 2007
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Short-term Credit Facilities
$100 million committed revolving term credit facility

Matures January 20, 2009
Limitation on affiliate transactions
Prohibition on affiliate loans / guarantees
Limitation on dividends

$20 million demand facility
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Regulated Returns
Rate-setting Earned Difference

ROE (%) ROE (%) (%)

2006F 9.24 9.44 0.20
2005 9.24 9.60 0.36
2004 9.75 10.12 0.37
2003 9.75 10.22 0.47
2002 9.05 10.65 1.60
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Financial Ratios
Fixed-Charge Coverage target: 2.4x to 2.9x
Cash Flow/Debt target: 0.15x to 0.20x
Equity component maintained at approximately 45%
Achieving Fixed-Charge Coverage and Cash Flow/Debt targets in 2006 & 
2007 impacted by accounting accruals.
2007 GRA to address improving cash flow metrics.

2004 2005 2006F 2007F 2008P
Fixed-Charge Coverage (x) 2.5             2.4             2.3             2.3             2.5             
Cash Flow/Debt (%) 16.0% 15.0% 14.0% 14.0% 16.0%
Debt % 55.8% 55.6% 55.9% 56.1% 55.9%
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Summary

History of Strong Operational & Financial Performance
Independence from Parent & Affiliates
Stable Regulatory Environment
Mature Market with Limited Competition
Short-term Pressure on Credit Metrics



Dominion Bond Rating Service Ltd.
December 1, 2006

Dominion Bond Rating Service Ltd.
December 1, 2006
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Appendices

Income Statements
Balance Sheets
Cash Flow Statements
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Income Statements ($millions)

2004 2005 2006 2007 2008
Actual Actual Forecast Forecast Forecast

Revenues 404.5 420.0 421.7 420.6 435.3
Operating Costs 295.8 309.8 311.3 310.8 312.0
EBITDA 108.7 110.2 110.4 109.8 123.3
Amortization 31.0 32.1 33.2 34.5 41.3
EBIT  77.7 78.1 77.2 75.3 82.0
Interest & Preferred Dividends 31.0 32.0 32.9 33.3 32.8
Income Taxes 15.6 15.4 14.1 13.4 19.3
Earnings 31.1 30.7 30.2 28.6 29.9
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Balance Sheets ($millions)

2004 2005 2006 2007 2008
Actual Actual Forecast Forecast Forecast

Current Assets 75.5 74.4 74.4 74.8 76.7
Deferred & Other Charges 91.0 90.1 95.3 102.6 105.4
Regulatory Assets 28.7 34.1 46.4 56.9 61.8
Property, Plant & Equipment 630.1 651.5 668.5 690.1 700.8

825.3 850.1 884.6 924.4 944.7

Current Liabilities 128.8 74.5 66.7 63.7 68.0
Long Term Debt 324.9 391.1 417.8 438.9 442.6
Future Income Taxes 1.5 1.4 - - 0.3
Regulatory & Other Liabilities 44.3 49.7 54.7 57.0 62.2
Shareholders' Equity 325.8 333.4 345.4 364.8 371.6

825.3 850.1 884.6 924.4 944.7
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Cash Flow Statements ($millions)

2004 2005 2006 2007 2008
Actual Actual Forecast Forecast Forecast

Cash From Operations 60.8 67.9 48.7 51.0 72.0
Cash From (Used in) Financing 1.1 (13.3) 9.5 13.2 (18.5)
Cash Used in Investing (60.1) (55.8) (57.5) (64.2) (53.5)
Change in Cash 1.8 (1.2) 0.7 - -
Cash, Beginning of Year (1.3) 0.5 (0.7)
Cash, End of Year 0.5 (0.7) - - -

- -
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Attachment C 

Requests for Information   NP 2008 GRA 

Newfoundland Power - 2008 General Rate Application  

Copies of all Correspondence and Materials Provided to Moody’s Investors 
Service and DBRS pertaining to the 2007 Bond Issue 



August 10, 2007 

    1 

NEWFOUNDLAND POWER INC. 
Term Sheet 

 
The following is a summary of the principal terms of the Series AL Bonds.  Defined terms used herein have the 
meanings ascribed in the Deed of Trust and Mortgage dated as of September 15, 1966, and Deeds Supplemental 
thereto (collectively referred to as the “Trust Deed”).  This summary does not purport to be complete and for full 
particulars of the Series AL Bonds, reference should be made to the Trust Deed, a copy of which is available on 
request.  
 
The Agent is a subsidiary of a bank that will be repaid from the proceeds of the Series AL Bonds.  As a 
result, the Issuer may be a “connected issuer” of the Agent under securities legislation. See “Use of 
Proceeds”. 
 
Issuer: Newfoundland Power Inc. (the “Company”). 
  
Principal Amount: C$70 million. 
   
Term to Maturity: 30 Years. 
  
Issue Type: First Mortgage Sinking Fund Bonds, Series AL (“Series AL”). 
  
Maturity Date: August 17, 2037. 
  
Settlement Date: August 17, 2007. 
  
Offering Price: $1,000 per $1,000 principal amount of Series AL Bonds. 
  
Interest: 5.901% per annum, payable semi-annually in arrears on 

February and August in each year, commencing February 17, 
2008, until maturity. 

  
Credit Ratings: DBRS: A 

Moody’s: Baa1 
  
Denominations: The Series AL Bonds will be available in fully registered form 

in the denomination of $1,000 and integral multiples thereof. 
  
Security: The Series AL Bonds will be secured pari passu with all bonds 

issued and to be issued under the Trust Deed and will 
constitute, subject only to encumbrances permitted by or 
disclosed in the Trust Deed, a fixed and specific mortgage, 
pledge and charge on all the real and immovable properties 
and rights of the Company whether now owned or hereafter 
acquired by the Company and all its estate and interest 
therein, including its powers, rights and franchises, privileges, 
immunities and exemptions, and a floating charge on its 
undertaking and all its remaining assets, property and rights 
for the time being, both present and future, all as more fully 
set out in the Trust Deed.  Among other things, the Company 
may pledge, assign or give security on the subject matter of 
such floating charge to certain parties for present and future 
debts or liabilities (other than Funded Obligations) of the 
Company and any such pledge, assignment or security shall 
rank in priority to the floating charge provided to the Series 
AL Bonds. 
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Redemption: The Series AL Bonds will be redeemable, at the Company's 

option, in whole at any time or in part from time to time, on 
not less than 30 days prior notice, at the Applicable 
Redemption Price, together with accrued and unpaid interest 
to the date fixed for redemption. The “Applicable Redemption 
Price” shall be the higher of the Canada Yield Price (as defined 
below) and the principal amount.  
 
The “Canada Yield Price” shall mean, in effect, a price equal to 
the price of the Series AL Bonds calculated to provide a yield 
to maturity equal to the Government of Canada Yield plus 
0.35%, calculated at 10:00 a.m. (Toronto Time) three 
business days prior to the redemption date of the Series AL 
Bonds. “Government of Canada Yield” on any date shall 
mean, in effect, the estimated yield to maturity on such date 
compounded semi-annually which a non-callable Government 
of Canada Bond would carry, if issued, in Canadian dollars in 
Canada, at 100% of its principal amount on such date with a 
term to maturity approximately equal to the remaining term 
to maturity of the Series AL Bonds. The Government of 
Canada Yield will be the average of the yields provided by two 
Canadian investment dealers selected by the Company and 
approved by the Trustee. 
 
Where less than all of the outstanding Series AL Bonds are to 
be redeemed, the Series AL Bonds to be redeemed will be 
selected pro rata by the Trustee in such a manner as it shall 
deem equitable. 

  
Key Covenants: The Trust Deed will contain, inter alia, covenants and 

provisions applicable so long as any of the Series AL Bonds 
are outstanding to the effect that the Company shall not: 
 
(a) create or suffer to exist any mortgage, charge, pledge, 
lien or other encumbrance upon any of its assets, to secure 
any monies, debts, liabilities, bonds, debentures, notes or 
other obligations which rank or purport to rank in priority to 
or pari passu with the security created by the Trust Deed 
except Permitted Encumbrances and Minor Title Defects and 
except as permitted under the floating charge, and except 
any Purchase Money Mortgage not exceeding 60% of the cost 
of the property so acquired; or 
 
(b) issue any Additional Bonds unless the Net Earnings of the 
Company (as defined in and determined under the Trust Deed 
to be before interest on funded obligations and income taxes 
but after depreciation) for the Earnings Period shall have been 
at least two times the maximum annual interest charges on 
the Bonds to be outstanding after the proposed issue of 
Additional Bonds and such Additional Bonds shall not be 
certified and delivered in an aggregate principal amount which 
shall exceed 60% of the Fair Value of Additional Property. 
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Sinking Fund: The Trust Deed provides for a general sinking fund for the 

retirement of Additional Bonds from time to time issued, 
whereby the Company shall pay to the Trustee on October 1 
in each year a sum of money equal to 1% of the greatest 
aggregate principal amount of Additional Bonds of all series 
which up to each sinking fund date have been issued and are 
outstanding under the Trust Deed, subject to any separate or 
special sinking fund established for or with respect to any one 
or more particular series of Additional Bonds.  
 
Under the Trust Deed, the Company may satisfy the general 
sinking fund requirements by the payment or delivery of cash 
or First Mortgage Bonds of whatsoever series to the Trustee. 
Any Bonds so delivered to the Trustee shall be credited on 
account of sinking fund payments at the principal amount 
thereof, exclusive of accrued interest. The Series AL Bonds 
shall be redeemable for sinking fund purposes at the principal 
amount thereof plus accrued and unpaid interest to the date 
fixed for redemption. Sinking Fund monies in excess of 
$15,000 in the hands of the Trustee are to be employed by 
the Trustee for redemption of Bonds in accordance with 
certain elections available to the Company and other 
provisions set out in the Trust Deed. 
 
On and after October 1, 2007, the Series AL Bonds will be 
entitled to the benefit of and subject to the operation of such 
general sinking fund provision. There shall be no optional or 
other sinking fund provisions attaching to the Series AL 
Bonds. 

  
Purchase: The Company shall also have the right to purchase the Series 

AL Bonds from time to time in the market, by tender or 
private contract, at prices not exceeding the Applicable 
Redemption Price which would have applied had the Company 
elected, on the date of such purchase, to redeem the Series 
AL Bonds, plus in each case accrued and unpaid interest to 
the date of purchase, plus reasonable costs of purchase.  
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Modification of Rights: The rights of the holders of the First Mortgage Bonds issued 
under the Trust Deed may be modified. For that purpose, 
among others, the Trust Deed contains provisions which will 
render binding on Bondholders:  
 
(a) instruments in writing signed by the holders of 75% of the 
aggregate principal amount of each series of Bonds affected 
as well as 75% of the Bonds issued and outstanding under 
and secured by the Trust Deed; and  
 
(b) resolutions passed by the votes of a majority of the Bonds 
represented and voted on a basis of one vote per $10 
principal amount of Bonds at meetings of Bondholders for 
which, in the first instance, the quorum shall be a majority of 
the votes of the holders of each series of Bonds affected as 
well as a majority of the Bonds outstanding and, failing such 
quorum, at an adjourned meeting, the quorum shall be the 
holders of Bonds present, all upon compliance with the 
procedures specified in the Trust Deed. 

  
Release of Property: There are provisions in the Trust Deed permitting the release 

of property from the Trust Deed by the Trustee against the 
receipt by the Trustee of money or property of equal Fair 
Value and such monies may be withdrawn from the Trustee to 
the extent of 100% of Additional Property acquired by the 
Company. In addition, the Trustee without receiving any 
consideration, may, at the request of the Company, release 
property from the Trust Deed if, in the Trustee's opinion, the 
interests of the Bondholders are not materially prejudiced 
thereby. 

  
Use of Proceeds: The net proceeds from the sale of the Series AL Bonds will be 

used to reduce short term bank indebtedness incurred 
principally to fund capital expenditures and for general 
corporate purposes. 
 
The bank debt is owed in part to Canadian Imperial Bank of 
Commerce (the "Bank") under a credit facility.  The Agent is a 
wholly-owned indirect subsidiary of the Bank.  Accordingly, 
the Company may be considered to be a “connected issuer” of 
the Agent for the purposes of applicable securities legislation. 
As of August 9, 2007, approximately $14.0 million was owing 
to the Bank by the Company.  As of August 9, 2007, the 
Company was in compliance with the terms of the credit 
facility.  The decision to distribute the Series AL Bonds and 
the determination of the terms and conditions of the 
distribution were made through negotiations between the 
Company and the Agent without the involvement of the Bank.  
The Agent will not receive any benefit from the Company 
relating to this offering, other than a fee calculated as a 
percentage of the aggregate principal amount of the Series AL 
Bonds sold. 
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Trustee: Computershare Trust Company of Canada. 
  
Minimum Subscription: $150,000 principal amount of the Series AL Bonds. 
  
Method of Offering: Private placement, offered in Canada only. 
  
Agent: CIBC World Markets Inc.  
  

 



















































































































































 
 

Newfoundland Power announces $70 million bond issue 
 
For immediate release:                                     August 10, 2007 
 
(St. John’s, NL):  Newfoundland Power Inc. (TSX:FTS) announced today that it has 
agreed to the private placement of $70 million, 5.901 per cent First Mortgage Sinking 
Fund Bonds, due August 17, 2037.  The net proceeds from the private placement will be 
used by the Company to repay its short-term borrowings, which were incurred principally 
to fund capital expenditures and for general corporate purposes.  The transaction is 
expected to close on August 17, 2007.  
 
With a customer base of over 230,000 accounts, Newfoundland Power is dedicated to 
providing the highest level of customer service and reliability in the most cost-efficient 
manner possible.  For more information on Newfoundland Power’s programs and 
services, visit www.newfoundlandpower.com. 
 
All the common shares of Newfoundland Power are owned by Fortis Inc., the largest investor-owned 
distribution utility in Canada, which serves almost two million gas and electric customers and has 
approximately $10 billion of assets. Its regulated holdings include a natural gas utility in British Columbia and 
electric utilities in five Canadian provinces and three Caribbean countries. Fortis Inc. owns non-regulated 
hydroelectric generation assets across Canada and in Belize and upper New York State. It also owns hotels 
and commercial real estate in Canada. Fortis Inc. shares are listed on the Toronto Stock Exchange and 
trade under the symbol FTS. Additional information can be accessed at www.fortisinc.com or 
www.sedar.com. 
 
Newfoundland Power may include forward-looking statements in this release which reflect management’s 
expectations regarding the Company’s future growth, results of operations, performance, business 
prospects and opportunities. Wherever possible, words such as “anticipate”, “believe”, “expects”, “intend” 
and similar expressions have been used to identify the forward-looking statements. These statements reflect 
management’s current beliefs and are based on information currently available to the Company’s 
management. By their very nature, forward-looking statements are based on underlying factors or 
assumptions which are subject to inherent risks and uncertainties surrounding future expectations generally. 
Such risk factors or assumptions include, but are not limited to, general economic, market and business 
conditions, regulatory developments, weather and competition. Newfoundland Power cautions readers that a 
number of factors could cause actual results, performance or achievements to differ materially from the 
results discussed or implied in the forward-looking statements. These factors should be considered carefully 
and undue reliance should not be placed on the forward-looking statements. For additional information with 
respect to certain of these risks or factors, reference should be made to Newfoundland Power’s continuous 
disclosure materials filed from time to time with Canadian Securities Regulatory Authorities. Newfoundland 
Power disclaims any intention or obligation to update or revise any forward-looking statements, whether as a 
result of new information, future events or otherwise. 
 

-30- 
 

For further information, please contact: 
Jocelyn Perry 
Vice President, Finance & Chief Financial Officer 
Newfoundland Power Inc. 
Phone: (709) 737-2812 
Fax:  (709) 737-5300 

             Media Release
 

55 Kenmount Road 
P.O. Box 8910 
St. John’s, NL 

A1B 3P6 



 

            Media Release
 

 55 Kenmount Road 
P.O. Box 8910 
St. John’s, NL 

A1B 3P6 

Newfoundland Power closes $70 million bond issue 
 
For immediate release:                                     August 17, 2007 
 
(St. John’s, NL):  Newfoundland Power Inc. (TSX:FTS) announced today that it has 
closed the private placement of $70 million, 5.901 per cent First Mortgage Sinking Fund 
Bonds, due August 17, 2037. The net proceeds from the private placement will be used 
by the Company to repay its short-term borrowings, which were incurred principally to 
fund capital expenditures and for general corporate purposes. 
 
With a customer base of over 230,000 accounts, Newfoundland Power is dedicated to 
providing the highest level of customer service and reliability in the most cost-efficient 
manner possible.  For more information on Newfoundland Power’s programs and 
services, visit www.newfoundlandpower.com. 
 
All the common shares of Newfoundland Power are owned by Fortis Inc., the largest investor-owned 
distribution utility in Canada, which serves almost two million gas and electric customers and has 
approximately $10 billion of assets. Its regulated holdings include a natural gas utility in British Columbia and 
electric utilities in five Canadian provinces and three Caribbean countries. Fortis Inc. owns non-regulated 
hydroelectric generation assets across Canada and in Belize and upper New York State. It also owns hotels 
and commercial real estate in Canada. Fortis Inc. shares are listed on the Toronto Stock Exchange and 
trade under the symbol FTS. Additional information can be accessed at www.fortisinc.com or 
www.sedar.com. 
 
Newfoundland Power may include forward-looking statements in this release which reflect management’s 
expectations regarding the Company’s future growth, results of operations, performance, business 
prospects and opportunities. Wherever possible, words such as “anticipate”, “believe”, “expects”, “intend” 
and similar expressions have been used to identify the forward-looking statements. These statements reflect 
management’s current beliefs and are based on information currently available to the Company’s 
management. By their very nature, forward-looking statements are based on underlying factors or 
assumptions which are subject to inherent risks and uncertainties surrounding future expectations generally. 
Such risk factors or assumptions include, but are not limited to, general economic, market and business 
conditions, regulatory developments, weather and competition. Newfoundland Power cautions readers that a 
number of factors could cause actual results, performance or achievements to differ materially from the 
results discussed or implied in the forward-looking statements. These factors should be considered carefully 
and undue reliance should not be placed on the forward-looking statements. For additional information with 
respect to certain of these risks or factors, reference should be made to Newfoundland Power’s continuous 
disclosure materials filed from time to time with Canadian Securities Regulatory Authorities. Newfoundland 
Power disclaims any intention or obligation to update or revise any forward-looking statements, whether as a 
result of new information, future events or otherwise. 
 

-30- 
 

For further information, please contact: 
Jocelyn Perry 
Vice President, Finance & Chief Financial Officer 
Newfoundland Power Inc. 
Phone: (709) 737-2812 
Fax:  (709) 737-5300 

http://www.newfoundlandpower.com/
http://www.fortisinc.com/
http://www.sedar.com/
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Confidential Offering Memorandum dated • 2007 
 

This Confidential Offering Memorandum constitutes an offering of these securities only in the provinces of Canada 
where they may be lawfully offered for sale and therein only to those persons to whom they may be lawfully sold.  No 
person is authorized to give any information or to make any representation not contained in this Confidential Offering 
Memorandum and any information or representation other than that contained in this Confidential Offering 
Memorandum must not be relied upon.  This Confidential Offering Memorandum will not be, and under no 
circumstances is to be construed as, a public offering, prospectus or advertisement of securities.  No securities 
commission or similar authority in Canada, the United States of America or elsewhere has in any way passed upon the 
merits of the securitises offered hereunder or reviewed, nor will review this Confidential Offering Memorandum and any 
representation to the contrary is an offence. 
 
Information has been incorporated by reference in this Confidential Offering Memorandum from documents filed 
with securities commissions or similar authorities in Canada (the permanent information record in Quebec).  Copies 
of the documents incorporated herein by reference may be obtained on request without charge from the Corporate 
Secretary, Newfoundland Power Inc., P.O. Box 8910, 55 Kenmount Road, St. John's, Newfoundland and Labrador, 
A1B 3P6 (telephone:  (709) 737-5600; facsimile (709) 737-5300).   

 
 

Private Placement                                                                                                  Minimum Subscription: $150,000 
 
 
      

 
 

 $•,000,000 
 NEWFOUNDLAND POWER INC. 
 
 •% First Mortgage Sinking Fund Bonds, Series AL 
 (redeemable) 
 
To be dated:  • 2007 To mature:  •  
 
Particulars of the •% First Mortgage Sinking Fund Bonds, Series AL (the “Series AL Bonds”) including the redemption 
provisions, security and other material attributes are set forth under “Details of the Offering”. 
 
In the opinion of counsel, the Series AL Bonds, at the date of issue, will be eligible for investment under certain 
statutes listed under “Eligibility for Investment”. 
 
            ____________________________________________________________________  

Price:  $• plus accrued interest, if any, per $1,000 principal amount 
 

• CIBC World Markets Inc. (the “Agent”) as agent of Newfoundland Power Inc. (the “Company’) conditionally offers 
the Series AL Bonds, subject to prior sale, if, as and when issued by the Company in accordance with the conditions 
contained in the agency agreement referred to under “Plan of Distribution” and the approval of certain legal matters on 
behalf of the Company by McInnes Cooper, St. John’s and on behalf of the Agent by White, Ottenheimer & Baker, St. 
John’s. 
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(continued from cover) 
 
The Series AL Bonds are being offered on a private placement basis in reliance upon exemptions from the prospectus 
requirements of applicable securities legislation.  As a result, any resale of Series AL Bonds will be restricted in the 
manner provided by such securities legislation. 
 
The Agent is offering the Series AL Bonds on a best efforts basis for purchase from the Company at •% of their principal 
amount, plus accrued interest, if any, from • 2007 to the date of delivery, subject to the terms and conditions set forth in 
the agency agreement referred to under “Plan of Distribution”, and will receive a fixed commission. 
 
Subscriptions will be received subject to rejection or allotment in whole or in part and the right is reserved to close the 
subscription books at any time without notice.  It is expected that the closing will occur on or about • 2007 or such other 
date as may be agreed upon by the Company and the Agent but not later than • 2007.  It is expected that the Series AL 
Bonds in definitive form will be available for delivery at closing. 
 
There is no market through which the Series AL Bonds may be sold and purchasers may not be able to resell the 
Series AL Bonds purchased under this Confidential Offering Memorandum. 
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 DOCUMENTS INCORPORATED BY REFERENCE 
 

The disclosure documents of the Company listed below and filed with the appropriate securities commissions or 
similar regulatory authorities in each of the provinces of Canada are specifically incorporated by reference and form an 
integral part of this Confidential Offering Memorandum: 

 
(a) Annual Information Form dated March 5, 2007; 

 
(b) Comparative financial statements for the years ended December 31, 2006 and 2005 together with the auditors’ 

report thereon as contained in the Company’s 2006 Annual Report; 
 
(c) Management discussion and analysis of financial condition and results of operations as contained in the 

Company’s 2006 Annual Report; 
 
(d) Management Information Circular dated March 5, 2007 prepared in connection with the Company's annual 

general meeting of shareholders held on April 25, 2007;  
 

(e) comparative unaudited financial statements for the three months ended March 31, 2007 and 2006; 
 

(f) comparative unaudited financial statements for the six months ended June 30, 2007 and 2006; and 
 
(g) management discussion and analysis of financial condition and results of operations for the three and six month 

periods ended March 31, 2007, and June 30, 2007, respectively. 
 

Any document of the type referred to in the preceding paragraph and any material change report (excluding  
confidential reports) subsequently filed by the Company with such securities commissions or regulatory authorities after 
the date of this Confidential Offering Memorandum and prior to the termination of the offering, shall be deemed to be 
incorporated by reference into this Confidential Offering Memorandum. 
 

Any statement contained in a document incorporated or deemed to be incorporated by reference herein 
shall be deemed to be modified or superseded for purposes of this Confidential Offering Memorandum to the 
extent that a statement contained herein, or in any other subsequently filed document which also is incorporated 
or is deemed to be incorporated by reference herein, modifies or supersedes such statement.  The modifying or 
superseding statement need not state that it has modified or superseded a prior statement or include any other 
information set forth in the document that it modifies or supersedes.  The making of a modifying or superseding 
statement shall  not be deemed an admission for any purpose that the modified or superseded statement, when 
made, constituted a misrepresentation, an untrue statement of a material fact or an omission to state a material 
fact that is required to be stated or that is necessary to make a statement not misleading in light of the 
circumstances in which it was made.  Any statement so modified or superseded shall not be deemed, except as so 
modified or superseded, to constitute a part of this Confidential Offering Memorandum. 
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS 
 

 This Confidential Offering Memorandum including the documents incorporated herein by reference, contains 
forward-looking statements which reflect management’s expectations regarding the Company’s future growth, results of 
operations, performance and business prospects and opportunities.  Wherever possible, words such as “anticipate”, 
“believe”, “expect”, “intend” and similar expressions have been used to identify these forward looking statements.  These 
statements reflect management’s beliefs at the time such statements were made and are based on information available to 
management at the time such statements were made.  Forward-looking statements involve significant risks, uncertainties 
and assumptions.  A number of factors could cause actual results, performance or achievements to differ materially from 
the results discussed or implied in the forward-looking statements.  These factors should be considered carefully and 
prospective investors should not rely on any such forward-looking statements.  Although the forward-looking statements 
contained in this Confidential Offering Memorandum including the documents incorporated herein by reference are 
based upon what management believes to be reasonable assumptions, the Company cannot assure prospective purchasers 
that actual results will be consistent with these forward-looking statements, and neither the Company nor any other 
person assumes responsibility for the accuracy or completeness of these forward-looking statements.  These forward-
looking statements are made as of the date of this Confidential Offering Memorandum or, in the case of statements 
contained in a document incorporated by reference, as of the date of such document, and the Company disclaims any 
intent or obligation to update or revise them to reflect new information, future events or otherwise, except as required by 
applicable securities law. 
 
 
 ELIGIBILITY FOR INVESTMENT 
 

In the opinion of McInnes Cooper, counsel to the Company, and White, Ottenheimer & Baker, counsel to the 
Agent, subject to general investment provisions and restrictions and in certain cases subject to prudent investment 
requirements and requirements relating to investment or lending policies or goals, the Series AL Bonds offered hereby 
will not, at the date of issue, be precluded as investments under the following statutes, and where applicable, the relevant 
regulations: 
 
 Insurance Companies Act (Canada)   An act respecting insurance (Québec) 
 Trust and Loan Companies Act (Canada)  An act respecting trust companies and savings 
 Pension Benefits Standards Act, 1985  (Canada)     companies (Québec) 
 Insurance Act (Ontario)     Supplemental Pension Plan Act (Québec) 
 Pension Benefits Act (Ontario)   Pension Benefits Act, 1997 (Newfoundland and Labrador) 
 Loan and Trust Corporations Act (Ontario)  Insurance Companies Act (Newfoundland and Labrador) 
 

In the opinion of such counsel, the Series AL Bonds offered hereby, if issued on the date hereof:  (i) would be a 
qualified investment under the Income Tax Act (Canada) (the “Tax Act”) and the Regulations thereunder for trusts 
governed by registered retirement savings plans, registered retirement income funds, registered education savings 
plans,and deferred profit sharing plans, other than trusts governed by deferred profit sharing plans or revoked plans for 
which any of the employers is the Company or is a person which does not deal with the Company at arm’s length; and 
(ii) would not be a prohibited investment for a registered pension plan under the Tax Act and Regulations thereunder 
provided that the Company is not, for the purposes thereof, an employer who participates in the plan, a person connected 
with such an employer, a person that controls, directly or indirectly in any manner whatever, such an employer or 
connected person, or a person that does not deal at arm’s length with a member of the plan or any of the foregoing 
persons or partnerships.   
 
 
 THE COMPANY 
 

The Company was constituted on September 8, 1966 by Certificate of Amalgamation under The Companies Act 
(Newfoundland and Labrador) pursuant to an Amalgamation Agreement dated June 2, 1966, and approved by the 
Supreme Court of Newfoundland and Labrador by an Order dated September 6, 1966.  The Company was continued 
under The Corporations Act (Newfoundland and Labrador) on April 29, 1987.  On September 30, 1998, the Company 
amended its articles to change its name from “Newfoundland Light & Power Co. Limited” to “Newfoundland Power 
Inc.”.  The address of the head office and principal place of business of the Company is 55 Kenmount Road, St. John’s, 
Newfoundland and Labrador. 
 

By virtue of an arrangement pursuant to The Corporations Act (Newfoundland and Labrador), which was 
approved by the then Class A and Class B Common Shareholders of the Company by resolution on October 24, 1987 and 
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the Supreme Court of Newfoundland and Labrador, Trial Division by Order dated October 25, 1987, Fortis Inc. became 
the sole common shareholder of the Company on December 29, 1987.  Fortis Inc. owns all the common shares, • First 
Preference Shares, Series B and • First Preference Shares, Series G of the Company which, at •, 2007, represented  •% of 
the voting securities of the Company.  The remaining •% of the Company’s voting securities consist of First Preference 
Shares, Series A, B, D and G. 
 

The Company and its predecessor companies have been generating and distributing electricity on the island 
portion of the Province of Newfoundland and Labrador for over 100 years.  The Company now serves over 230,000 
residential, commercial and industrial accounts, representing approximately • individual customers.  The Company 
employs approximately • permanent and temporary employees (on a full-time equivalent basis) with varied professions, 
skills and trades. 
 

The Company serves approximately 85% of the electrical consumers in the Province of Newfoundland and 
Labrador and approximately three-quarters of all sales are to residential and small general service customers.  The 
Company owns and operates 30 small generating plants but approximately 90% of its energy requirement is purchased 
from Newfoundland and Labrador Hydro Corporation (“Hydro”) for distribution and resale.   

 
Under the provisions of the Public Utilities Act (Newfoundland), the Board of Commissioners of Public Utilities 

of Newfoundland and Labrador (the “PUB”) has regulatory jurisdiction over the Company in respect of rates, capital 
expenditures, issuance of securities, terms of service and related matters.  In exercising its jurisdiction over rates, the 
PUB is required to observe the power policy declared by the government of Newfoundland and Labrador in the 
Electrical Power Control Act, 1994 (Newfoundland and Labrador) (the “EPCA”) which was substantially proclaimed in 
force on January 1, 1996.  The EPCA includes the policy statement that rates should be reasonable and not unjustly 
discriminatory, and sufficient to provide a just and reasonable rate of return to the producer or retailer. 
 
 
 RECENT DEVELOPMENTS 
 

  
Board of Directors 
 
 At the Company’s annual general meeting on April 25, 2007 Mr. Bruce Chafe retired from the Board of 
Directors after eight years of service. 
  
Senior Management Changes 
 
 Effective April 30, 2007 changes in the Company’s senior management took place.  Mr. Earl Ludlow (formerly 
President and Chief Executive Officer, Fortis Properties Inc.) was appointed as the new President and Chief Executive 
Officer, replacing Mr. Karl Smith who resigned to accept a position with an affiliated company.    
 
Regulated Return 
 

On December 7, 2006 the Company received an order from the PUB reducing its allowed return on rate base 
from 8.68% for 2006 to 8.47% for 2007 pursuant to the Automatic Adjustment Formula (the “Formula”). This reduction 
is based on a change in allowed return on equity for rate setting purposes from 9.24% for 2006 to 8.60% for 2007. 
 
Customer Rate Changes 

 
On December 14, 2006, the PUB provided interim approval of the Company’s application to increase electricity 

rates charged to the Company’s customers by an average of 0.07% effective January 1, 2007.  The increase comprises : 
(i) a 3.1% increase representing a change in the Company’s 2007 purchased power costs, which resulted from negotiated 
settlements during Hydro’s general rate proceeding; (ii) a 2.5% decrease representing a one-time adjustment to the 
historical balance of Hydro’s Rate Stabilization Plan to be recovered from customers, which also resulted from 
negotiated settlements during Hydro’s general rate proceeding; and (iii) a 0.5% decrease resulting from the operation of 
the Formula on the Company’s rate of return on rate base for 2007.  The rate changes in items (i) and (ii) represent flow-
through of costs from Hydro to the Company’s customers and will have no earnings impact for the Company.  Item (iii) 
is anticipated to reduce the Company’s earnings in 2007 by $1.5 million.  The PUB provided final approval of the 
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Company’s 2007 interim rates on April 20, 2007. 
 
Electricity rates charged to the Company’s customers decreased by an average rate of 2.9 % effective July 1, 

2007. The decrease resulted from the normal annual operation of Hydro’s Rate Stabilization Plan.  Variances in the cost 
of fuel used by Hydro to generate the electricity it sells to the Company are recovered from the Company’s customers 
through the operation of the Rate Stabilization Plan.  The Company will not be financially impacted by this decrease in 
customer rates. 
 
2008 General Rate Application 

 
On May 10, 2007 the Company filed an application with the PUB requesting approval for a proposed increase in 

electricity rates to be effective January 1, 2008.  The proposed increase ranges from 1.3% to 5.3% for commercial 
customers and will average 6.4% for residential customers.  This application is currently under review by the PUB with a 
hearing expected in the fall of 2007. 
 
2008 Capital Budget Application 

 
On June 29, 2007 the Company filed an application with the PUB requesting approval for its proposed capital 

expenditure budget for 2008 totaling $50,754,000.  This application is currently under review by the PUB. 
 
 
 CREDIT RATINGS 
 

The Series AL Bonds have received ratings of “A” from Dominion Bond Rating Service (“DBRS”) and a credit 
rating of “Baa1” from Moody’s Investors Service, Inc. (“Moody’s”).  Such ratings indicate an “investment grade 
security”. DBRS and Moody’s rate debt instruments by nine rating categories from a high of AAA to a low of C.  The 
DBRS designation of “high” and “low” and the Moody’s designations of “1” to “3” indicate relative strength within the 
rating categories.    The credit ratings accorded to the Series AL Bonds are not a recommendation to buy, sell or hold any 
securities of the Company and may be revised or withdrawn by DBRS or Moody’s at any time. 
 
 
 LOAN AND SHARE CAPITAL STRUCTURE 
 

No material change in the loan and share capital structure of the Company has occurred since December 31, 
2006, being the date of the audited comparative financial statements for the last completed financial year of the Company 
filed with securities commissions or similar authorities in Canada and which are publicly available through SEDAR. 
 
 

RISK FACTORS 
 
 

 In addition to the other information contained in and incorporated by reference into this Confidential Offering 
Memorandum, the following risk factors should be carefully considered before investing in the Series AL Bonds. 
 
Investment Risk 
 
 There is currently no market through which the Series AL Bonds may be sold.  There can be no assurance as to 
the liquidity of the trading market for the Series AL Bonds or that a trading market for the Series AL Bonds will develop. 
Many factors, independent of the creditworthiness of the Company, may affect the market value of the Series AL Bonds, 
including the time remaining to maturity of the Series AL Bonds and the level and volatility of market interest rates. 
 
Credit Ratings 
 
 There is no assurance that any credit rating assigned to the Series AL Bonds or the Company will remain in 
effect for any given period of time or that any rating will not be lowered or withdrawn entirely by the relevant rating 
agency.  A lowering or withdrawal of such rating may have an adverse effect on the market value of the Series AL 
Bonds. See “Credit Ratings”. 
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USE OF PROCEEDS 
 

The net proceeds from the sale of the Series AL Bonds, estimated at $•, after deducting expenses of issue 
estimated at $•, will be used to reduce short term bank indebtedness incurred principally to fund capital expenditures.  
The fees and expenses of this issue (including the Agent’s commission) will be paid by the Company out of its general 
funds. 
 
 
 PLAN OF DISTRIBUTION 
 

Under an agreement (the “Agency Agreement”) dated •, 2007 between the Company and the Agent, the 
Company has agreed to sell and the Agent has agreed to offer on a best efforts basis for purchase on •, upon and subject 
to the terms and conditions set forth in the Agency Agreement, all but not part of the $• principal amount of the Series 
AL Bonds offered hereby at a price of $• per $1,000 principal amount, plus accrued interest, if any, to the date of 
delivery, payable in cash to the Company against delivery of the Series AL Bonds, and the Company has agreed to pay 
the Agent a fixed commission.  All commissions payable to the Agent will be paid on account of services rendered in 
connection with the offering and will be paid out of the general corporate funds of the Company. 

 
The Company has agreed to indemnify the Agent under the Agency Agreement for certain liabilities, including 

liabilities under applicable securities laws. 
 
 
 EARNINGS COVERAGE RATIO 
 

The following financial ratios are calculated as at ● 2007 and December 31, 2006, for the respective 12 month 
periods then ended.  The December 31, 2006 ratio is based on the audited financial statements as at December 31, 2006 
and the • 2007 ratio is based on unaudited financial statements as at ● 2007. 
 
       • 2007  December 31, 2006 
 
 Earnings Coverage on Long-Term Debt 
 (before giving effect to the issue)    • times   • times 
 
 Earnings Coverage on Long-Term Debt 
 (after giving effect to the issue)    • times   • times 
 
 Earnings coverage on long-term debt is equal to earnings before interest and income taxes divided by net annual 
interest requirements on long-term debt.  
 
 The Company’s interest requirements, after giving effect to the issue of the Series AL Bonds, would have 
amounted to $• for the twelve months ended • 2007.  The Company’s earnings before interest and income tax for the 
twelve months then ended was $•, which is • times the Company’s interest requirements for this period. 
 
 The Company’s interest requirements, after giving effect to the issue of the Series AL Bonds, would have 
amounted to $• for the twelve months ended December 31, 2006.  The Company’s earnings before interest and income 
tax for the twelve months then ended was $●, which is • times the Company’s interest requirements for this period. 
 
 
 DETAILS OF THE OFFERING 
General 
 

The Series AL Bonds are limited to an aggregate principal amount of $• and will be secured by a Deed of Trust 
and Mortgage made by the Company in favour of Computershare Trust Company of Canada (the “Trustee”) as  successor 
to Montreal Trust Company, bearing formal date as of September 15, 1966, and Deeds Supplemental thereto, including a 
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twenty-third supplement to be dated •, 2007 (hereinafter collectively referred to as the “Trust Deed”).  The twenty-third 
supplement will provide for the authorization of Series AL Bonds in the aggregate principal amount of $•. 
 

The following is a summary of the principal terms of the Series AL Bonds offered hereunder.  Defined terms 
used herein have the meanings ascribed in the Trust Deed.  This summary does not purport to be complete and for full 
particulars of the Series AL Bonds, reference should be made to the Trust Deed, a copy of which is available for review 
at the head office of the Company during regular business hours. 
 

The Series AL Bonds will bear interest at the rate of •% per annum from •, 2007 and will mature •.  Principal 
and semi-annual interest in arrears (payable ● February  and  ● August commencing February ●, 2008) and premium, if 
any, will be payable in lawful money of Canada at any branch in Canada of the Trustee at the time. 
 
 
 
Denominations 
 

The Series AL Bonds will be available in fully registered form in the denomination of $1,000 and integral 
multiples thereof. 
 
Redemption for other than Sinking Fund 
 

The Series AL Bonds will be redeemable, at the Company's option, in whole at any time or in part from time to 
time, on not less than 30 days prior notice, at the Applicable Redemption Price, together with accrued and unpaid interest 
to the date fixed for redemption.  The “Applicable Redemption Price” shall be the higher of the Canada Yield Price (as 
defined below) and the principal amount. 
 

The “Canada Yield Price” shall mean, in effect, a price equal to the price of the Series AL Bonds calculated to 
provide a yield to maturity equal to the Government of Canada Yield plus [0.•%], calculated at 10:00 a.m. (Toronto 
Time) three business days prior to the redemption date of the Series AL Bonds.   “Government of Canada Yield” on any 
date shall mean, in effect, the estimated yield to maturity on such date compounded semi-annually which a non-callable 
Government of Canada Bond would carry, if issued, in Canadian dollars in Canada, at 100% of its principal amount on 
such date with a term to maturity approximately equal to the remaining term to maturity of the Series AL Bonds.  The 
Government of Canada Yield will be the average of the yields provided by two Canadian investment dealers selected by 
the Company and approved by the Trustee. 
 

Where less than all of the outstanding Series AL Bonds are to be redeemed, the Series AL Bonds to be 
redeemed will be selected pro rata by the Trustee in such a manner as it shall deem equitable. 
 
Sinking Fund 
 

The Trust Deed provides for a general sinking fund for the retirement of Additional Bonds from time to time 
issued, whereby the Company shall pay to the Trustee on October 1 in each year a sum of money equal to 1% of the 
greatest aggregate principal amount of Additional Bonds of all series which up to each sinking fund date have been 
issued and are outstanding under the Trust Deed, subject to any separate or special sinking fund established for or with 
respect to any one or more particular series of Additional Bonds. On and after October 1, 2007, the Series AL Bonds will 
be entitled to the benefit of and subject to the operation of such general sinking fund provision.  There shall be no 
optional or other sinking fund provisions attaching to the Series AL Bonds. 

  
Under the Trust Deed, the Company may satisfy the general sinking fund requirements by the payment or 

delivery of cash or First Mortgage Bonds of whatsoever series to the Trustee.  Any Bonds so delivered to the Trustee 
shall be credited on account of sinking fund payments at the principal amount thereof, exclusive of accrued interest.  The 
Series AL Bonds shall be redeemable for sinking fund purposes at the principal amount thereof plus accrued and unpaid 
interest to the date fixed for redemption.  Sinking Fund monies in excess of $15,000 in the hands of the Trustee are to be 
employed by the Trustee for redemption of Bonds. 
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Purchase 
 

The Company shall also have the right to purchase the Series AL Bonds from time to time in the market, by 
tender or private contract, at prices not exceeding the Applicable Redemption Price which would have applied had the 
Company elected, on the date of such purchase, to redeem the Series AL Bonds, plus in each case accrued and unpaid 
interest to the date of purchase, plus reasonable costs of purchase. 

 
Security 
 

The Series AL Bonds will be secured pari passu with all bonds issued and to be issued under the Trust Deed 
and will constitute, subject only to encumbrances permitted by or disclosed in the Trust Deed, a fixed and specific 
mortgage, pledge and charge on all the real and immovable properties and rights of the Company whether now owned or 
hereafter acquired by the Company and all its estate and interest therein, including its powers, rights and franchises, 
privileges, immunities and exemptions, and a floating charge on its undertaking and all its remaining assets, property and 
rights for the time being, both present and future, all as more fully set out in the Trust Deed. 
 
Modification of Rights 
 

The rights of the holders of the First Mortgage Bonds issued under the Trust Deed may be modified.  For that 
purpose, among others, the Trust Deed contains provisions which will render binding on Bondholders: 

 
(a) instruments in writing signed by the holders of 75% of the aggregate principal amount of each series of Bonds 

affected as well as 75% of the Bonds issued and outstanding under and secured by the Trust Deed; and 
 
(b) resolutions passed by the votes of a majority of the Bonds represented and voted on a basis of one vote per $10 

principal amount of Bonds at meetings of Bondholders for which, in the first instance, the quorum shall be a 
majority of the votes of the holders of each series of Bonds affected as well as a majority of the Bonds 
outstanding and, failing such quorum, at an adjourned meeting the quorum shall be the holders of Bonds 
present, all upon compliance with the procedures specified in the Trust Deed. 

 
Release of Property 
 

There are provisions in the Trust Deed permitting the release of property from the Trust Deed by the Trustee 
against the receipt by the Trustee of money or property of equal Fair Value and such monies may be withdrawn from the 
Trustee to the extent of 100% of Additional Property acquired by the Company.  In addition, the Trustee without 
receiving any consideration may at the request of the Company release property from the Trust Deed if, in the Trustee's 
opinion, the interests of the Bondholders are not materially prejudiced thereby. 
 
Additional First Mortgage Bonds 
 

The Trust Deed contains, inter alia, covenants and provisions applicable so long as any of the Series AL Bonds 
are outstanding to the effect that the Company shall not: 
 
(a) create or suffer to exist any mortgage, charge, pledge, lien or other encumbrance upon any of its assets, to 

secure any monies, debts, liabilities, bonds, debentures, notes or other obligations which rank or purport to rank 
in priority to or pari passu with the security created by the Trust Deed except Permitted Encumbrances and 
Minor Title Defects and except as permitted under the floating charge, and except any Purchase Money 
Mortgage not exceeding 60% of the cost of the property so acquired; or 

 
(b) issue any Additional Bonds unless the Net Earnings of the Company (as defined in and determined under the 

Trust Deed to be before interest on funded obligations and income taxes but after depreciation) for the Earnings 
Period shall have been at least two times the maximum annual interest charges on the Bonds to be outstanding 
after the proposed issue of Additional Bonds and such Additional Bonds shall not be certified and delivered in 
an aggregate principal amount which shall exceed 60% of the Fair Value of Additional Property. 
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Refunding of First Mortgage Bonds 
 

Additional First Mortgage Bonds may be issued for Refunded Bonds up to the aggregate principal amount of 
any First Mortgage Bonds of another series previously issued and retired otherwise than out of insurance monies, the 
proceeds of released property or any sinking fund. 
 
 
 CANADIAN FEDERAL INCOME TAX CONSIDERATIONS 
 
 In the opinion of McInnes Cooper, counsel to the Company, and White, Ottenheimer & Baker, counsel to the 
Agent, the following is a general summary of the principal Canadian federal income tax considerations generally 
applicable to a person who acquires Series AL Bonds pursuant to this offering and who, at all relevant times, for 
purposes of the Income Tax Act (Canada) (the “Tax Act”), is or is deemed to be resident in Canada, holds the Series AL 
Bonds as capital property and deals with the Company at arm’s length.  Generally, the Series AL Bonds will be 
considered to be capital property to a holder provided that the holder does not hold the Series AL Bonds in the course of 
carrying on a business and has not acquired them as an adventure or concern in the nature of trade.  Certain holders 
whose Series AL Bonds might not otherwise qualify as capital property may be entitled to obtain such qualification in 
certain circumstances by making the irrevocable election permitted by subsection 39(4) of the Tax Act.  Series AL Bonds 
held by certain “financial institutions” (as defined in the Tax Act) will generally not be capital property to such holders 
and will be subject to special “mark-to-market” rules contained in the Tax Act.  This summary does not take into account 
these mark-to-market rules and holders of Series AL Bonds to whom these rules may be relevant should consult their 
own tax advisors. 
 
 This summary is based on the current provisions of the Tax Act and the regulations thereunder (the 
“Regulations”) and counsel's understanding of the current published administrative practices of the Canada Revenue 
Agency.  This summary takes into account all specific proposals to amend the Tax Act and Regulations (the “Tax 
Proposals”) publicly announced by or on behalf of the Minister of Finance (Canada) prior to the date hereof.  This 
summary would not change if the Tax Proposals are not enacted.  This summary is not exhaustive of all possible 
Canadian federal income tax considerations and, except for the Tax Proposals, does not otherwise take into account or 
anticipate any changes in law or practice, whether by judicial, governmental or legislative decision or action, nor does it 
take into account tax legislation or considerations of any province, territory or foreign jurisdiction, which may differ 
significantly from those discussed herein. 
 
 This summary is of a general nature only and is not intended to be, nor should it be construed to be, legal 
or tax advice to any particular holder of Series AL Bonds, and no representations with respect to the income tax 
consequences to any particular holder of Series AL Bonds are made.  Accordingly, holders of Series AL Bonds 
should consult their own tax advisors for advice with respect to the tax consequences to them of acquiring, holding 
and disposing of Series AL Bonds, including the application and effect of the income and other tax laws of any 
country, province, state or local tax authority. 
 
Taxation of Interest on Series AL Bonds 
 
 A holder of Series AL Bonds that is a corporation, partnership, unit trust or trust of which a corporation or 
partnership is a beneficiary will be required to include in its income for a taxation year any interest that accrues to the 
holder to the end of that taxation year or becomes receivable or is received by it before the end of that year, except to the 
extent that such amount was included in its income for a preceding taxation year. 

 
 Any other holder of Series AL Bonds, including an individual, will be required to include in income for a 
taxation year any interest received or receivable by such holder in that year (depending upon the method regularly 
followed by the holder in computing income) and, in addition, such holder will be required to include any interest that 
accrued to the holder of the Series AL Bonds to the end of any “anniversary day” (as defined in the Tax Act) in that year 
except to the extent that such amount was included in the individual's income for that or a preceding taxation year. 
 
 Where a holder of Series AL Bonds is required to include in income interest on the Series AL Bonds that 
accrued in respect of the period prior to their date of acquisition, the holder will be entitled to a deduction in computing 
income of an equivalent amount.  The adjusted cost base to the holder of the Series AL Bonds will be reduced by the 
amount which is so deductible. 
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Disposition of Series AL Bonds 
 
 On a disposition of Series AL Bonds including on maturity or a purchase for cancellation, a holder will 
generally be required to include in income the amount of interest accrued on the Series AL Bonds from the date of the 
last interest payment to the date of disposition to the extent that such amount has not otherwise been included in the 
holder's income for the taxation year or a previous taxation year.  In addition, any amount paid by the Company as a 
penalty or bonus to a holder of Series AL Bonds, as a result of the Company's exercise of its right to redeem a Series AL 
Bond before the maturity thereof, will be deemed to be interest received by the holder at the time of the redemption to the 
extent that it can reasonably be considered to relate to, and does not exceed the value at the time of redemption of, the 
interest that would have been paid or payable by the Company on the Series AL Bond for a taxation year ending after the 
redemption.  In general, a disposition or deemed disposition of Series AL Bonds will give rise to a capital gain (or capital 
loss) to the extent that the proceeds of disposition, net of any accrued interest and any reasonable costs of disposition, 
exceed (or are less than) the adjusted cost base of the Series AL Bonds to the holder immediately before the disposition.  
On the maturity of a Series AL Bond, there will be considered to be a disposition for proceeds of disposition equal to the 
amount received by the holder (other than any amount received or deemed to be received as interest) on maturity. 
 
 One-half of the amount of any capital gain (a “taxable capital gain”) realized by a holder of Series AL Bonds in 
a taxation year generally must be included in income in that year, and one-half of the amount of any capital loss (an 
“allowable capital loss”) realized in a taxation year generally may be deducted from taxable capital gains realized by the 
holder in that year.  Allowable capital losses in excess of taxable capital gains for a particular taxation year may be 
carried back and deducted in any of the three preceding taxation years or carried forward and deducted in any following 
taxation year against taxable capital gains realized in such years to the extent and under the circumstances described in 
the Tax Act. 
 
  A holder of Series AL Bonds that is a “Canadian-controlled private corporation” (as defined in the Tax Act) 
may be liable for a refundable tax of 66 2/3% on investment income, including interest and taxable capital gains. 
 
 LEGAL MATTERS 
 

Certain legal matters relating to this offering will be passed upon on behalf of the Company by McInnes Cooper, 
St. John’s and on behalf of the Agent by White, Ottenheimer & Baker, St. John’s.  At the date hereof, partners and 
associates of each of McInnes Cooper and White, Ottenheimer & Baker own beneficially, directly or indirectly, less than 
1% of the Company's First Preference Shares and less than 1% of the common shares of Fortis Inc.   
 
 
 AUDITORS, TRANSFER AGENT AND REGISTRAR 
 

Ernst & Young LLP, Chartered Accountants, 7th Floor, The Fortis Building, 139 Water Street, St. John's, 
Newfoundland and Labrador, are the auditors of the Company.  The register for the Series AL Bonds will be kept at the 
offices of the trustee, Computershare Trust Company of Canada, and facilities for registration, exchange and transfer of 
the Series AL Bonds will be maintained at the principal offices of Computershare Trust Company of  Canada in St. 
John's, Halifax, Montreal and Toronto. 
 

SUBSCRIPTION 
 

In order to subscribe for Series AL Bonds, a completed Subscription Agreement must be received and accepted 
prior to 5:00 p.m. (St. John’s time) •, 2007, with full payment of the subscription price to be made to the Agent or the 
Company by wire transfer, certified cheque or bank draft prior to •.  The right is reserved to reject any subscription in 
whole or in part or to allot to any subscriber less than the principal amount of the Series AL Bonds subscribed for by such 
subscriber.  Confirmation of acceptance or rejection of a subscription will be forwarded to a subscriber promptly after the 
acceptance or rejection of the subscription. 
 

RESALE RESTRICTIONS 
 

The offering of the Series AL Bonds pursuant to this Confidential Offering Memorandum will be effected in 
reliance upon certain exemptions from the prospectus requirements of applicable securities legislation.  The resale of 
these securities is, therefore, restricted under such applicable securities legislation and each purchaser is advised to 
consult its own legal advisors before selling the Series AL Bonds purchased hereunder. 

 



Draft – 25 July 2007 
 

12
 

PURCHASERS’ CONTRACTUAL AND STATUTORY RIGHTS OF ACTION 
 

 [THIS SECTION TO BE REVIEWED/REVISED WHEN PURCHASE JURISDICTIONS ARE 
 DETERMINED] 

 
Securities legislation in certain provinces of Canada provides purchasers with, in addition to any other right they 

may have at law, rights of rescission or to damages, or both, where this Confidential Offering Memorandum and any 
amendment thereto contains a misrepresentation.  However, such rights must be exercised by the purchasers within the 
prescribed time limits.  Purchasers should refer to the applicable provisions of the securities legislation of their province 
for the particulars of these rights or consult with their legal advisor.  The following is a summary of the rights of 
rescission or to damages, or both, available to purchasers under the securities legislation of the provinces of Canada in 
which the purchasers are resident, which rights, to the extent required to be conferred by contract, will be extended to 
purchasers by the Company at the closing date. 

 
Ontario 
 
 Section 32 of the Regulation to the Securities Act (Ontario) provides, in effect, that when, in certain 
circumstances, an offering memorandum is required to be delivered to an investor to whom securities are sold, the 
investor must be given a contractual right of action against the issuer of the securities for rescission or damages.  This 
right of action must reasonably correspond to the rights provided in section 130 of the Securities Act (Ontario) applicable 
to a prospectus and is subject to defences equivalent to defences available under subsection 130(2) of the Securities Act 
(Ontario). 
 
 In the event that this Confidential Offering Memorandum, together with any amendment or supplement hereto, 
is delivered to a purchaser of Series AL Bonds resident in Ontario and contains an untrue statement of material fact or 
omits to state a material fact that is required to be stated or that is necessary in order to make any statement in this 
Confidential Offering Memorandum not misleading in light of the circumstances in which it was made (a 
“Misrepresentation”), and it was a Misrepresentation on the date of the investment, a purchaser to whom this 
Confidential Offering Memorandum was delivered and who purchases the Series AL Bonds will be deemed to have 
relied upon such Misrepresentation and shall have, subject as hereinafter in this paragraph provide, a right of action 
against the Company for damages or alternatively, while still the owner of any of the Series AL Bonds offered hereunder, 
for rescission, provided that: 
 

(a) the right of action for rescission or damages will be exercisable by a purchaser resident in Ontario only 
if the purchaser gives notice to the Company, not later than 90 days after the date on which payment 
was made for the Series AL Bonds (or after the initial payment was made for the Series AL Bonds, 
where payments subsequent to the initial payment are made pursuant to a contractual commitment 
assumed prior to or concurrently with the initial payment), that the purchaser is exercising this right; 

 
(b) the Company will not be liable if it proves that the purchaser purchased the Series AL Bonds with 

knowledge of the Misrepresentation; 
 

(c) in the case of an action for damages, the Company will not be liable for all or any portion of such 
damages that it proves do not represent the depreciation in value of the Series AL Bonds as a result of 
the Misrepresentation relied upon; 

 
(d) in no case will the amount recoverable in any action exceed the price at which the Series AL Bonds 

were sold to the purchaser; and 
 

(e) the rights of action for rescission or damages are in addition to and without derogation form any other 
right the purchaser may have at law. 

 
Manitoba 
 
 Pursuant to The Securities Act (Manitoba), a person or company who purchases a security offered pursuant to 
this Confidential Offering Memorandum or an amended Confidential Offering Memorandum (a “purchaser”): 
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(a) will not be bound by a contract for the purchase of the security if the person or company from whom 
the security was purchased or his agent receives written or telegraphic notice evidencing the 
purchaser’s intention not to be bound not later than midnight on the second business day after receipt 
or deemed receipt by the purchaser or his agent of the Confidential Offering Memorandum or 
amending Confidential Offering Memorandum; and 

 
(b) has the right to rescind a contract for the purchase of the security, while still the owner thereof, if the 

Confidential Offering Memorandum and any amended Confidential Offering Memorandum as of the 
date of receipt or deemed receipt, contains an untrue statement of a material factor omits to state a 
material fact necessary in order to make any statement contained therein not misleading in light of the 
circumstances in which it was made, but no action to enforce this right may be commenced by a 
purchaser after the expiration of the later of 180 days from the date of receipt or deemed receipt of the 
Confidential Offering Memorandum or amended Confidential Offering Memorandum by the purchaser 
or the agent of the purchaser, or the date of the contracts to the purchase of the security. 

 
 In the event that the Confidential Offering Memorandum or amended Confidential Offering Memorandum 
contains an untrue statement of a material fact or omits to state a material fact necessary in order to make any statement 
contained therein not misleading in light of the circumstances in which it was made, a purchaser also has a right to action 
for damages against every person or company who signed either of the certificates, if any, required in the Confidential 
Offering Memorandum and amended Confidential Offering Memorandum and against every director who, on the date of 
the Confidential Offering Memorandum or amended Confidential Offering Memorandum as signed, was a director of the 
person or company who signs any such certificate, for any loss or damage the purchaser has sustained as a result of the 
purchase of the security, unless it is proved: 
 

(i) the Confidential Offering Memorandum or amended Confidential Offering Memorandum was 
delivered to prospective purchasers of the security without the director’s knowledge or consent; 

 
(ii) that, after delivery of the Confidential Offering Memorandum or amended Confidential Offering 

Memorandum to the purchaser and before the purchase of the security by the purchaser, on becoming 
aware of any false statement in the Confidential Offering Memorandum or amended Confidential 
Offering Memorandum , the director withdrew his consent to the delivery of the Confidential Offering 
Memorandum or amended Confidential Offering Memorandum to prospective purchasers and gave 
reasonable public notice of such withdrawal and of the reason therefore; 

 
(iii) that, with respect to every false statement, the director has reasonable grounds to believe and did 

believe that the statement was true; 
 

(iv) that where a false statement was that of an expert, the director had no reasonable grounds to believe 
that the expert who made the statement in the Confidential Offering Memorandum or amended 
Confidential Offering Memorandum or whose report or valuation was produced or fairly summarized 
therein was not competent to make such statement, valuation or report; or 

 
(v) that, with respect to every false statement purporting to be a statement made by an official person or 

contained in what purports to be a copy of or extract from a public official document, it was a correct 
and fair representation of the statement or copy of or extract from the document; 

 
 No action to enforce these rights of action for damages against the signatories of certificates in any Confidential 
Offering Memorandum or amended Confidential Offering Memorandum or the directors may be commenced by a 
purchaser after the expiration of the later of one year from the date of receipt or deemed receipt of the Confidential 
Offering Memorandum or amended Confidential Offering Memorandum by the purchaser or the agent of the purchaser or 
the date of the contract for the purchaser of the security. 
 
British Columbia, Quebec and Newfoundland and Labrador 
 
 Purchasers in British Columbia, Quebec and Newfoundland and Labrador will be entitled to rights of action for 
damages or rescission which are substantially identical to those described under “Ontario”. 
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General 
 
 The foregoing summaries under the heading “Purchasers’ Contractual and Statutory Rights of Action” are 
subject to the express provisions of the Securities Act (Ontario) and The Securities Act (Manitoba) and the regulations 
made thereunder and the policies of the securities regulatory authorities administering such Acts, as well as to the 
provisions of any other applicable legislation, and reference is made thereto for the complete text of such provisions.  
Purchasers should refer to such provisions for particulars of their rights or consult with their legal advisor. 
 
 The rights described above are in addition to and without derogation from any other rights or remedies which 
investors may have at law. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 




