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Reference Evidence of Dr. Sean Cleary dated September 25, 2018 

Further to PUB-CA-020 has Dr. Cleary considered the impact of a capital 

structure for Newfoundland Power at 40% equity and an ROE of 7.5 % on its 

credit metrics and credit rating? 

Dr. Cleary has included two tables below that provide both the DBRS and 
Moody's metric estimates for NP under various equity ratio and ROE scenarios for 
2017-2020. The supporting data and calculations can be found in "Attachment A -
PUB-CA-021 Worksheet.xls". The metrics are estimated based on the pro forma 
financial statements provided by NP in Exhibit 3 using the "existing" case 
numbers. The estimates obtained using a 40% equity ratio, are obtained assuming 
that NP issues additional new long-term debt at 4% to alter the capital structure. 
Dr. Cleary feels 4% is conservative, given that NP issued $75 million in 40-year 
bonds at a yield of 3 .815% during 2017. 

For ease ofreference I first provide the ranges for the metrics used by Moody's and 
DBRS (for low business risk firms - which is what DBRS uses in assessing utilities 
such as NP): 

CREDIT METRIC CRITERIA 

Moody's Metrics 

(CFO pre-WC+ 

A Baa 

I nterest)/1 nterest 

CFO pre-WC/Debt 

(CFO pre-WC - Dividends) 

/Debt 

Debt/Capitalization 

DBRS Metrics (Low Bus. Risk) 

Cash flow to debt 

Debt to Capital 

EBIT to Interest 

4.5 to 6.0 3 to 4.5 

19 to 27% 11 to 19% 

15 to 23% 7 to 15% 

40 to 50% 50 to 59% 

AA A 

above 12.5 to 

17.5% 17.5% 

below 55% 55 to 65% 

Above 2.8 1.8 to 2.8 

BBB 

10.0 to 12.5% 

65-75%

1.5 to 1.8

22 The table below reports the DBRS and Moody's metrics for 2017-20 IO using RO Es of 7.5%, 

23 8.0% and 8.5% assuming the equity ratio remains at 45%. 
















