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nhtroductions

Troy MacDonald, CPA, CA, CBV
National Practice Leader — Corporate Finance

Troy is an advisory services partner based in our Toronto office, specializing in
Corporate Finance and Infrastructure. Troy is also a member of the global
Energy, Environment and Sustainability sector group with a focus on the power
sector.

Troy is our firm’s national leader for corporate finance. He specializes in advising
public and private sector clients on implementing transactions and debt and
equity financing solutions in both domestic and international markets. Troy
specializes in advising on power and infrastructure projects.

Previously, Troy was a member of the Grant Thornton capital markets team
based in London, England with Grant Thornton UK LLP. This team focused on
implementing public market transactions in global capital markets.

Troy is also a member of the Grant Thornton LLP Partnership Board.
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Brent Jackson, CPA, CA, CBV
Director — Corporate Finance

Brent helps lead the business valuations practice for Grant Thornton LLP’s
Corporate Finance group. Over the twelve years Brent has worked in Grant
Thornton’s Corporate Finance group, he has performed over 100 valuations in
relation to M&A transactions, estate planning, tax reorganizations, fairness
opinions and financial reporting (purchase price allocations and goodwill review)
and has worked on several different power company advisory engagements.

Brent has been a key team member on all of the LDC engagements referenced
in the proposal; including a review related to a potential merger of three utilities,
advising on the potential merger of a municipally owned utility, and the financing
of capital expenditures for another utility. In all instances, Brent worked closely
with the management team and board of directors to help exceed the clients'
needs.

Brent holds both the Chartered Accountant (2003) Chartered Business Valuator
(2005) designations.
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O ur Scope of review

* TheTown of N evm arkethave engaged G rant Thomton LLP t© prapare a report thatprovides an
analysis on m atters perteinng t© N evm arket Tay Power ("N T Power"), the chareholderand the
O ntaro LD C M arket, ncliding iem s such as:

Potential Transactions analysis: fnanchl/ operational issues surnrounding the potentalsake or
m ergerof N T Power.

H yvdro service rates: com paratie hiform ation and hfliences on hydro service rates

Service levelbenchm arking :N T pow er service vel feadback and evaluaton criers.
Thdustry R isks: D 13cusson on the hdustry risks surrounding aM unicpally owned U tility

G ovemance:Reviv of the current govermance stucture betwean N T Powerand N evm arket
H ydro H odngs.

Service levelagreem ents: D isoussion on potental n provan ents to current serviee brel
agrean entsw ih the sharehoer.
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Conclison

* W hen compared t© itspecars, N T Pow er gopears t© be opearating atan above average vel n ain ostall
of them etricswe analyzed hydro rates, fnancil satam entm etrcs, sarvice ek, etc.).

* The currentgovemance structure is sound and wellpositoned for fitture grow th.

* TheLDC Bboth fnancElly and geographically wellpositoned to potentially take advantage of the
aurrent consoldation 1 them arket and other strategic alttematives. W hethera buyer/ seleror
potentialm ergerpartner;, there are pnty of opportunites to builld greater scak and be positoned for
consoldation.

* N T Powershould contnuew ih is current stategy
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O urFndngs

Potential Transaction Analysis

— O ur fnancalm odel com paring the econom ©
value to the sharehoder, created through a sale |

orm ergerw ih anotherutilty resulted 1 the Status Quo 6.81% $ 17,02 § 21,847
folbw ng: Merger 7.10% $ 18,736 § 21,676

— A Though the hcarease  fnancialbenefits isnotsonificant, am ergerw ih the roht LD C orgroup of
LD Csoould result n som e fnancialgan whik alo kesping options for continued equisy grow th 1

the future
— W e then qualiatively discussed an outrght sake of the LD C , whith we belisve doesnotm ake ssnse
today for the folbw g reasons:
— Aurrentuncertain m arket conditons;
— a fnancilly soong utlityw ih healthy sharehoder retums;
— opporuniy t generate retums n excess of the Town s costof cagpial;and

— m antah controlof powerdistiouton I the comm uniy.

— However,whikeN T power conthues to focus on thelr corebushess, we alo thihk they shoutd
conthue to actively m oniorand expbrem erger activityy to seek opportunides to build greater scak
and be positoned forconsoIdation.
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O urFndngs

Hydro Service rates

— Forouranalysis on hydro service rates, we calubited the average ratespaid by N T Powers custom ers (fresdental,
comm erchl, and hdustral) 1 2013 and com pared these rates to fie other com paralbbk LD Cs, aswellas nhdustry
averages. W e then calubted average m onthly rates for restential custom ers @s lustrated 1 the graph belbw )
assum g dentical consum ption levels and albcations forpeak, m d-peak, and offpesk tin e of use to giveusan
accurate com parison of rate differencesbetween N T Pow erand the fire com parable com paniEs.

Residential

Industry excluding

NT Power Whitby Hydro Innisfil Hydro Orillia Power  Halton Hills Hydro Oakville Hydro Industry HONI

Average distribution revenue per customer : $ 303 : $ 409 $ 419 § 3B3 $ 287 $ 337 | $ 428 $ 321
Average billed kWh per customer : 8,897 : 9,318 10,456 9,143 10,631 9,727 9,061 8,359
Average distribution rate per kWh : $ 0.03410 : $ 0.04387 $ 0.04009 $ 0.03857 $ 0.02701 $ 0.03462 | $ 0.04720 $ 0.03844

1 1

Commercial | "
Distribution Revenue per Customer 18 910 1 $ 1219 § 649 § 1134 § 562 $ 1032 $ 1001 §$ 852
Average billed kWh per customer : 29,533 : 40,758 32,439 34,025 32,183 34,371 30,425 31,919
Average distribution rate per kWh : $ 0.03081 : $ 0.02992 $ 0.02000 $ 0.03332 $ 0.01745 §$ 0.03001 | $ 0.03290 $ 0.02669

1 1

Industrial | !
Average distribution revenue per customer | $ 9422 |$ 11,037 $ 8420 § 11,061 $ 9,783 § 9876 $ 13,199 §$ 12,218
Average billed kWh per customer : 747,485 : 1,084,988 770,268 861,144 1,030,504 841,917 1,110,117 1,155,786
Average distribution rate per kWh : $ 0.01260 : $ 0.01017 $ 0.01093 $ 0.01285 $ 0.00949 $ 0.01173 | $ 0.01189 $ 0.01057

— NT Powers resdential custom erspay rates 1 Inew ih, If notbebw, those of itsm ostcom parabk counterparts
n the LD C hdustry and sgnificantlybebw hdustry average. Tts com m erciland hdustral custom ers pay rates
shohtly above ism ost com paralbk LD C s and hdustry averages.
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O urFndngs

Service Level Benchmarking

— Forour analysis on sarvice vel relsbiliy/, we com pared the threem ost rekvant service level
relsbiltym etrcs of N T Power to those of five othercom parabke LD Cs.

— W e found that the average duration GA ID I) of sarvice nteruptionswas shorterand the average
frequency GA IFI) of sarvie termuptions experienced by N T Powers custom erswas far fawer than
those of Ism ostcom parabk LD C counterparts, lustatng the C om pany s excellbnt sarvice levels n
Ism ostrecentyear 2013).

SAIDI SAIFI
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O urFndngs

Industry Risks

— A spartof ouranalsis, wewere asked t© consderallof the potentalrisks assocatad w ith ownng a
uthty. The folbw g risks were discussad 1 our rEport:

— Regulktory: TheO EB regubtes the ndustry, restricting utilhites on rates, leverage 1atos,
transactions wvho you transactw ih and forhow m uch), w ith penalies 1 all nstances. A good
grap of the regubtory environm entand any upcom g changes s essental

— O perational: The two m ain operatonalrisks nclidem antahnhg serviee Bvels and workihgw ith
auninized Hoour force

— M arketValue: A lhough valies have ram ahed sabk and high, the O EB could change thisand i
1 sllunclarwhat effect, if any, the ProvincialG ovaermm ents recent conso ldation hocentiesw il
have on the ndustry.

— Political: The bw ekctricity rates and high sarviee Ievels of an efficint LD C heb allevate
political risks assocated w ith am unicpall owned utlity.

— Financial: H gh reportng costs due to the regubtory nature of the bushess) aswellas a desire
to ok outsde of the utilty t© generate htherretums can ad t© additonal risks

— A Though there are several risks assocated w th ownhg regubted utihty, the risks can bem igated
effectively w thn the risk tolrance of am unicpalty.
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O urFndngs

Governance

—Wervened N T Powerand theN H H L s organ zational govemance stucture, processes and
practoss aganst the Tnsttute of mtemalA udiorm odels essential elan ents to determ hewhih have
been adopted by N T' Pow er and determ hed the levelatwhih they are operating. Th provding our
com m entary, we alo consderad otherm unxipally owned utihtes and thelr current govemance
practces.

— W e boked at the board m ectings, the board m em bers, the com m 1iees and corporatem sson and
obectires of N T Power

— Basad on ourexperimce, twoull gopearN T Pow er is folbw g bestpractices for them apriyy of
ther govemance structure, policies and activites

— Forthe tim ebeng, the curment govemance sttucture forN H H L gopears adequate.
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O urFndngs

Service Level Agreements

— W eunderstand thatN T' Powerand is sharehoderhave two SLA s for street Ighthgand water. W e
also undersend N T powerand is shareho Herboth have ssparate contractsw ih the sam e thd party
provider forbillng services and custom er nform ation systan s.

— W eunderstand there arem any other services that could potentally be shared, ncluding:

— callcentre - comm uniations

— purchashng - facilites operations

— fleat - Qustom er service support
— srect M p — back office adm 1 support
— assetm anagan ent — hum an resources

— Corpormate (aeasury, IT', accounting)
— Jeasing of office and operational facilities

— N T Pow er should potentially expbre addional SLA sw ih them unicpalty ensuring the SLA sare
structured notto Im it ther further optonswhik alko giving the sharehoderprotection.
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The changing O ntaro E lectricty D istribution m arket

* To date, 2015 hasbeen aperod of spnificantchange n the O ntaro LD C ndustry. The Provincial
G ovamm entof O ntaro (the "Provincalgovermm ent") hasput forward a series of nitatves to drie
hdustry consoldation, hcliding the folbw g:

theplbBned W esterm G TA m erxger of Pow erstream , H ydro O ne Bram pton, Enersource and
H orzon;

the plnned niwlpublc offerng and partialm onetization of H yvdro O ne;

the changes to theM AAD ruksto albw forgreater synergy retention by LD Cs; and

the changes to the departure and transfer taxes for LD Cs (nhclidng the ram ovalof the tax for
LD Cs sarving kss than 30,000 custom ers).

* Thenextfaw years are extran ely n portant to O ntarbo § elbctrictty distribution sector. Stekehoders
w llbe evaliathg new ownershp structures, transaction opportuniies and bushessm odels to create
effcincies and achieve sharehoder obfctives.
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